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BAN YUE TAN VIEWS U.S., USSR COMPRHHENS 


§K270140 Beijing BAN YUE TAN in Chinese No 7, 10 Apr 87 pp 56-58 


{Article by Li Changjiu (2621 7022 0036): “Testing the Comprehensive National Power of 
the U.S. ani USSR") 


[Text] la a recent speech, Gorbachev, general secretary of the CPSU Central Committee, 
said, the U.S. plan is to build its military superiority in space, in an attempt to 
wear down the USSR economically and to bring to naught the reforms of the USSR; however, 
the USSR will never allow the U.S. plot to come true. Gorbachev's statement has 
actually point2d out the issue of testing the comprehensive national power of the U.S. 
and USSR, and their respective strategic purposes. 


The so-called testing of the comprehensive national power of the U.S. and USSR includes 
the balance of strength in science and technology as ~ 1! as in the eilitary and 
economic fields. 


At present, the United States and the USSR large!y enjoy an equilibrium of forces in 
nuclear armament. Based on the data Gorbachev haneed over to Reagan at the Reykjavik 
U.S.-USSR suit talks in October 1986, the USSR and the United States respectively 
possessed 1,398 and 1,018 launchers for intercontinental ballistic missiles, and 922 
and 672 seaborne ballistic missile launchers; the numbers of heavy bombers in their 
possession were 2,480 and 2,208 renpectively, and the numbers of warheads to be carried 
by their strategic vehicles were 10,000 and 14,800 respectively. Such a confrontation 
between the two sides in strategic nuclear power is unlikely to change within a short 
span of time. 


It was precisely in such a scene that the U.S. sdministration proposed the gigantic 
"Strategic Defense Initiative” [SDI] program (namely, the Star Wars” project) in March 
1963. It is a programmatic project for the U.S. to blase new trails in and to make use 
of space, and an important scheme for the U.S. to contend with the USSR silitarily for 
strategic superiority. Over the past few years, the USSR has repeatedly demanded that 
the U.S. cancel its SDI programs. in late Ju'y 1965, the USSR announced its unilateral 
suspension of nuclear testing, and has zee then repeatedly demanded that the U.S. 
take the same action. The U.S. has not only continued its nuclear testing, but said in 
refutation that the Soviet proposal of putting a stop to nuclear testing is an attempt 
“to freeze Soviet nuclear superiority,” and to prevent the U.S. from improving its 
deterrent power. The United States has reaffirmed that it will never give up its SDI 


progras. 


At present the USSR still lags far behind the United States in economic strength; and 
the United States is attempting to check Soviet progress in its economic reforms and to 
further widen the economic gap between the two countries. 


According to a rocent report in the CHICAGO DAILY TRIBUNE, the gross national product 
of the USSR in 1984 was $1,960 billion, accounting for only 60 percent of that of the 
United States, while the gap is further wideniig. This paper commented that the USSR 
will probably lose its status as the second ec»nomic power in the world to Japan. ia 
his report at the Plenary Session of the CPSU Central Committee published on 27 January 
1987, Gorbachev admitted that since the early 1970's, the entire Soviet econoay has 
lacked vitality and failed to operate well; gost of the indicators in the national plan 
have not ‘een fulfilled, dislocations in the proportions in production have grown sore 
serious with each passing day, and the phenomena of a slowdown and even stagnation has 


emerged. 
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An important reason for the failure of the USSR in narrowing the economic gap with the 
United States is e contending with the latter for silitary superiority at the expense 
of excessive eilitary expenditures. In his State of the Union Message delivered on 27 
January, President Reagan said: “The USSR has put $500 billion more into its silitary 
power than we have since 1970.” 


Soviet development in silitary technology has been rather fast. As was pointed 
Gorbachev's most recent speech: “Postwar history has demonstrated that the 
States has always pursued its silitary superiority. They invented end used the atomic 
bomb to scare the USSR, so we had to master it; later, they worked on the rocket, 
multiple-warhead sissile, and nuclear submarine. The USSR had to follow suit.” However, 
the USSR lags far behind the United States in industrial technology for civil purposes, 
and it will not be so easy for the USSI to transfer silitary technology to civil 
technology as is the case in the United States. Therefore, the USSR has been trying 
for a long time to eaten up with the United States in the economic field, chiefly by 
utilising its advantages in natural resources to catch up with the “absolute output 
value” of some traditional industries. Although the USSE tes exceeded the United 
States in the output of some products such as steel, ofl, and cement, it is lagging far 
behind the United States in high technologies (with the exception of silitary 
technology,) hi-tech industries, and economic structure. 


The U.S. SDI program, which consumes a tremendous sum of money, is «a 

systematic project with couwplex technologies that involve sicroelectronics, artificial 
intelligence, new materials, photoelectricity, biological engineering, and 
cosmonautics. Through implementing this program, the United States is attempting to 
take the lead in developing and deploying an effective nuclear defensive system with 
both offensive and defensive capabilities and to further widen the gap with the USSR in 
the level of science and technology. 


An article rucently carried in the CH'°ACO DAILY TRIBUNE commented, it will take «a 
decade or eve: gore for the USSR to catch up with the Western countries. The Soviet 
gross national product accounts for only 60 percent of that of the United States, but 
its consumption of coal, oil, natural gas, and cement is double that of the United 
States. It is precisely because of thie that Gorbachev has laid special stress on 
developing science and technology to achieve better results when talking about refors 


and developing strategy. 


Both the United States and the USSR are conducting readjustment or refers and are 
facing grave difficulties and resistance. The United States has e tremendous 
financial deficits and deficits in foreign trade in consecutive years, and both 
national and private debts have grown drastically; this will affect U.S. progress in 
implementing the SDI program. The USSR is backward in its economic structure, its 
economic results are poor, its foreign trade situation is unfavorable, and it lags 
behind and even far behind the world level in several scientific fields. At the same 
time, the USSR is suffering from such heavy burdens as Vietnam and Afghanistan, and it 
faces great resistance and difficulties if it is to step up pece in its economic 


developing strategy. 


To accelerate the process of readjustment and reforms, both de United States and the 
USSR need an international environment favorable to thier own countries, and need to 
improve and develop their relations with gore countries. Theretore, during the last 
decade of the 20th century and beyond, direct silitary conflict is not likely to take 
place between the United States and the USSR, and still less likely is the launching of 
a new world war. What the two countries should care to consider is, what will the 
balance of power be as they enter the 2ist century? This is worth our e¢sious study. 
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REMMIN RIBAO ARTICLE NOTES FRC-USSR RELATIONS 
§K241227 Beijing REMMIN RIBAO in Chinese 22 Apr 87 p 6 


{Article by Fang Kiangsheng (2455 4382 3932): “Frequent Diplomatic Contacts Between 
West Germany and the Soviet Union”) 


{Text} With spring returning to the earth and the trees putting forth buds, spring has 
also entered the diplomatic arena between Bonn and Moscow. 


and FRC Minister of Foreign Affairs Bans-Dietrich Gerecher. Soviet leaders who visited 

rst deputy chairean of the USSR Council of Ministers V. s. Murakhovskiy, 
secretary of the CPSU Central Committee in charge of affairs concerning Western 
countries A.F. Dobrynin, and deputy chairman of the USGR Covacil of Ministers A. K. 
Antonov. West German Chancellor elt Kohl disclosed that these visits would lead to 
the conclusion of “a package of agreements” on ecunomy, science, technology, public 
health, environmental protection, and agriculture between the two countries. West 
German newspapers also revealed consultations were being made on the visit of Soviet 
foreign sinister to West Germany and the exchange of visits between Se!cut Kohl and 
Mikhail Gorbechev. 


This “momentum of frequent dialogue” has aroused the attention of world public 
opinion. This is because such “frequent visits of senior officials” between the Soviet 

West Germany have been rarely seen since the Kohl government came into office 
in October 1962. Such a change is particularly dramatic bees e there were two storay 
periods in the relations between the two countries not long ago. People still remember 
that the West German Government insisted on the deployment of aedium-range U.S. 
t the end of 1983 in spite of repeated Soviet opposition, and 
thet last winter Chancellor Seleut Kohl compared some acts of Soviet leaders with those 
the Soviet reaction to Kohl's indiscreet remark was 
contacts between the two countries were stopped. 


: 
8 
3 
! 


believed that the Soviet Union was asinly 
the Kohl government for the U.S. “Star Wars” 


However, since early February of this year the Soviet attitude toward West Germany has 
érastical'y changed. la early February Director of the Soviet news agency, Falin, 
express<é. et hope that the two countries would take a const cuctive attitude in the new 
year. Wet Ambassador t West Germany Yuriy toit tas iy openly said that if the West 
Germen (¢-\vwernment “takes convincing steps out of goodwill, Moscow will not convey «a 


passive response.” 


The Kohl government made a quick response to those Scviet “goodwill postures.” in 
aid-February telnet Kool summoned Soviet Ambassador Yuriy Kvitiaskiy to an interview 
before he was sworn in the new government. Prior to this, Foreign Minister Genscher 
and President Weisssecker also separately met the ambassador to discuss the “all-round 
political relationship” betten the two countries, la his edministrative progress for 
the new government, Selaut Kohl stressed again: “Our relations with the Soviet Union 
ere very important for us and deepening and strengthening the relations is in che 
interests of our two countries.” Foreign Minister Genuscher even warned Western 
countries thet they would isse the “chance” which sight bring about «a turn in the 
relations between Eas: and West “only because they cannot free themselves froe the 
wors’: angle to see the Soviet Union.” West German newspapers held thet this reflected 
thai: both sides were willing to bury the hatchet and look forward to the 
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Many people predicted that the relations between the two countries would tend to 
normalize, but they did not expect that the somentus of “unfreezing™ their relations 
would be pushed so strongly. The West German paper “FRANKFURTER ALLCEMEINE” pointed 
out that the positive reaction of the West Cern Government to Gorbachev's 
“intermediate-range sissile proposal” “worked as a cataiytic agent for thawing” the 
relations between the two countries. It is obvious that the Soviet Union badly needs 
the understanding and support of Western Europe for its disarmament position. West 
Germany is the main country for the United States to deploy its diu range missiles 
in Europe. It is certainly very important for the Soviet Union to win over Bonn to its 
side. Moreover, Gorbachev's plan for reform has aroused great interest in West 
Germany. It regards hie as the Soviet leader of a new generation who is determined to 
carry out refors and open his country to the outside world and a aan with whom the West 
can have dealings. As Foreign Minister Genscher put it, it is because “a partner who 
attaches importance to cooperation and opens the Soviet Union to the outside world is 
better than the one who sticks to national seclusion and old methodr of thinking.” 


Under just such circumstances, when a 40-member delegation led by First Deputy Chairman 
of the USSR Council of Minister V.S. Murakhovaskiy visited Bonn not long ago to seek 
econc@ic and technological cooperation with West Germany and look into a “new form” of 
economic cooperation between thes. It was ecrorded a cordial receptiwn in West 
Germaay. in talks both sides looked forward to the propoects of cooperation between 
the two countries and concluded a number of accords, they also agreed to build 10 joint 
ventures and discussed how West Germany would help modernize Soviet nuclear power 
stations and transfer its technology to the Soviet Union. 


Will euch a good momentum of active dialogue for improving the relations between the 
two countries lead to all-round cooperation between thes? It will take time to answer 
the question. 


04201106 Seijing XINHUA in English 1103 GMT 20 Apr 87 

{Text} Beijing, April 20 (XINHUA) — Chinese State Councillor Fang Yi met here todsy 
Professor C.S. Wu of Columbia University of the United States, her husband professor 
C.L. Yuan of Brookhaven National Laboratiry of the United States and U. T. Liu, 


president of Flite Industrial Holdings, Ltd. of Hong Kong. and gave a dinner in their 
honor. 


LI _XIAMNIAN MEETS SIX NEW AMBASSADORS TO CHINA 
OW241412 Beijing Tua in English 1344 GNT 24 Apr 87 


[Text] Beijing, April 24 (XINHUA) — Chinese President Li Xiannian met here this 
afternoon new ambassadors of six countries to China. 


They are (from! Thailand, Pakistan, Congo, Togo, the Federal Republic of Germany and 
Guinea. 
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BAN YUE TAN OPPOSES J/PANESE MILITARY EXPANSION 
§K270423 Peijing BAN YUE TAN in Chinese No 7, 10 Apr 87 pp 54-55 


{Article by Liu Wenyu (0491 2429 3768): “Japan's Intentions in Expanding Armaments”) 


[Text] The Japenese Government officially decided on 24 January this year to sbendon 
its linit on defense «pending of Il percent of GNP and to replace it with the new method 
of gublishing the total amount of its S-yuar defense plan to limit the growth of its 
defense spending. This move of the Japanese Government is by no geans « trivial 
matter. It has evoked strong repercussious inside and outside Lean. 


Following World War II, the U.S. Arey occupied Japan. At che time, the United States 
maintained nonmilitarization in Japan so thet Japan, an enemy of the United States over 
the previous 40 years, would not constitute a menance to the United States. The United 
States also disbanded Japan's Armed Forces and silitary organizations. Later, the 
“Constitution of Japan,” drafted vader U.S. intervention, stipulated that Japan “will 
not have ground, maritime, air, or other forces.” dot long afterward, the United 
States, proceeding {roe its own interests, started to ate Japan. Following the 
intrusion into Korea by U.S. Armed Forces in Japan in June 1950, MacArthur, commander 
in chief of the U.S. Aray of occupation, ordered Japan to establish a police reserve 
force with 75,000 gen to strengthen Jevwn's “defense.” This was the beginning of the 
rise of Japan's wew arsed forces. in October 1952, the police reserve force became « 
peace preservatio: corps. in July 1954, the peace preservation cc.56 developed irto «a 
self defense forve with ground, aeritiae, and air armed services. Now Japan's 
self-defense force comprises gore than 270,000 gen. it has become a silitary force not 
to be underestimated. 


Japan's budget for defense spending started in 1950. Frome the 1950's to the early 
1960's, thy highest proportion of Japan's GNP represented by defense spending was 1.78 
percent, but the amount was not too big. Although defense spending in the late 1960's 
did not exceed 1 percent of CHP, the amoun’: increased drastically with the rapid growth 
of Japan's er. This sroused the atiiention of aany countries, including the 


peace-loving forces in Jepar. 


In November 1976, the Wat cabiret decided that the growth [as published) of Japan's 
defense spending should not exceed | percent of . sch respective year’s GNP. This limit 
set by the Miki cabinet was respected by succecding cabinets, which indicated that 


Japan was not attempting to be a eilitary power. 


It should be pointed out that the I percent Limit is deceptive. Although the 1 percent 
limit has not changed over the past decade or 80, the amount has correspondingly 
increased with the rapid growth in pan e GHP. Japan's defense spending has doubled 
from 1,690.6 billion yen. 0.86 percent of its GNP, in 1977, to 3,363.5 billion yes. 
0.997 of its GNP, in 1986. 


The Nakasone cabinet decided e abandon its limit on defense spending of 1 percent of 
GNP and to replace it with the new method of publishing the total amount of its 5-year 
defense olan to limit the growth of its defense spending. As a result, limit hee 


the 
been exceeded. According to statistics, the total amount of Japan's defense spending 
from 1986 to 1990 will be 18,40" billion yen, approximately 1.16 percent of each year's 
GNP. Defense spending for 19687 is 3,517-4 billion yen, 1.004 percent of the GNP. 


(paragraph cont inves] 
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The figure is equivalent to over $23 billion, calculated according to the rate of $1 to 
153 ven, which is the same level as <..:tain, West Germany, and France and second only 
to the United States and the Soviet Union. 


Viewed superficially, defense spending for 1987 has exceeded 1 percent by only «a 
little. Sut the crucial point is that it has broken the limit set before and has 
changed the nature of the problem qualitatively. 


What will happen after 19917 According to the Japanese Cabinet, it should be 
éctermined by the international situation and economic and financial circumstances at 
that tige. This means that the so-called limit no longer exists. 


While making the decision on abandoning the i-percent-of-CNP ceiling on defense 
spending, the Nakasone cabinet lost no time in promising that Japan will continue to 
observe the “peaceful Constitution” (namely, the “Constitution of Japan”) and keep to 
the principle of “defense.” However, it should be noted that the contents of this 
“defense” are changing. 


According to the reports, the ground self-defense force has changed the “inland 
protracted strategy” into the “strategy of wiping out enemies from the coast and sea” 
in light of the idea of “wiping out enemies from the sea and sky” advocated by Nakasone. 


This new strategic thinking is by no means paper talk. la the autumn of 1986, the 
self-defense force carried out an “exercise on wiping out enem’ 2s from along the coast” 
at the Fuji practice ground. According to public opinion in Japan, these indications 
show that Japan's self-defense force is “swiftly changing the direction of its 


strategy.” 


The trend of Nakasone’s cabinet increasine Japan's defense spending has evoked strong 
repercussions inside and outside Japan. 


According co a survey, 77 percent of the Japanese people are against the Nakasone 
cabinet’s decision on abandoning the I- percent eile ceiling on defense spending. “To 
increase defense spending,” they said, “we will probably have to sacrifice our welfare 
benefits and other items in the budget.” What is gore, “Japan will possibly become «a 


silitary power.” 


Internationally, the United States, proceeding from its own interests and for the sake 
of carrying out its global strategy, as well as reducing its economic burden, has 
strongly é@emande¢d that Japan increase its defense spending in an attempt to “expand its 
armaments without limit.” Regarding the neighboring countries which suffered from 
Japanese ewiliteristic aggression, it is quite natural for them to feel anxious and to 
be on their guard against Japan's increased defense «pending. 
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EASTERN EUROPE 
VISIT LI XIANNIAN 


OW250649 Beijing XIMBUA in English 0635 GMT 25 Apr 87 


{Text} Beijing, April 25 (XINHUA) — Chinese President Li Xiannian said here today 
that there are “no conflicts of interest between China and Czechoslovakia” and that 
their relations were “good in the past and will expand in a better way in the future.” 


Li, who is also member of the Standing Committee sf the Political Bureau of the Chinese 
Communist Party Central Committee, made the remarks during a seeting with Lubosir 
Strougal, Czechoslovak premier and member of the Presidiusw of the Czechoslovak 
Communis: Party (CCP) Central Committee. 


Li said he was very satisfied with the improvement and growth in China’s relations with 
East European countries over the past few years. 


Speaking of reform, Li said, “The purpose of reform is to develop productive forces. 
No matter how the reform is conducted, he added, the leadership by the Communist Party 
and the principle of taking socialist road cannot be changed.” 


Li said that both China and Czechoslovakia need peace. 


In reply, Strougal said “China is an important force for safeguarding world peace.” 


Be said Chinese Premier Zhao Ziyang’s visit to Czechoslovakia in coming June will be an 
event of great significance and by then, he added, the two sides aay continue the work 
he has started in his current China visit. 


The Chinese leader said he is expecting for the visit to China of Gustav Busak, gereral 
secretary of the CCP Central Committee and president of the Republic of Czechoslovakia. 


The exchange of visits between the leaders of the two countries will push their 
bilateral relations to a new level, he added. 


Strougal said Czechosic *abia and China, though they have their own characteristics, 
abide by the same principle, namely, to agobilize the people to build ciel tes and 
adhere to the Communist Party leadership in refers. 


Be also said there exist broad prospect: for Sino-Csechosiovak friendship and 
cooperation, and both sides should explore new ways for cooperation in addition to 
traditional ones. 

Strougal Tours, Meets Wu 
OW251448 Beijing XINNUA in English 1428 CHT 25 Apr 87 
[Text] Beijing, April 25 (KINITA) — Czechoslovak Premier Lubosir Strougal and his 


party tonight were entertained with a programe of songs, dances and a Beijing opera 
performed by artists in the Chinese capita’. 


tar lter today Strougal toured the Palace of Musews, the Great Wall and the Ming Toabs 
in the company of Qian Zhengying, sinister of water resources and electric power. 
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In the Palace of Wee. Strougal happened to meet a group of children from « 
kindergarten. Se walked among the children and had a group photo taken with thes. 


When Strougeal toured the Great Wall, he told a leading er that he was very glad 
today because he came to the Great Wall, the only building on earth that astronauts can 
see from the moon. 


This gorning Strouge! laid a wreath in front of the Monument to the Fele s Heroes. 


Chinese State Councillor and Foreign Minister Wu Kuegian gave « luncheon for che 
premier and his party today. 


Speaks with Deng Xiaoping 
0W260714 Beijing XINBUA in English 0703 GHT 26 Apr 87 


[Text] Beijing, April 26 (X«<MHUA) — Top Chinzse leader Deng Kisoping said here today 
that China and Czechoslovakia have common language on many issues. 


Be said this during a meeting with visiting Czechos'ovak Premier Strougal, which took 
place in an atmosphere of friendship and sincerity 4 the Great Hall of the People 


today. 


Deng, chairman of the Central Advisory Commission of the Chinese Communist Party, told 
Strougal, “Our relations have grown satisfactorily over the past few years. The past 
is over. Let's move toward the future, ané cont ‘avously.” 


Be praise’ Csechoslovakia for its achievements, saying that it is ahead of Chins in 
scienct, technology and industry. “You have a lot of things for us to learn,” he added. 


Be recalled Csechoslovakia’s contributions when China was building its industrial 
foundation in the 1950s. Se expressed thanks to the Czechoslovak experts who helped 
China in those years. 


On socialist construction and reform, Deng ssid the two countries have the common 
objective of building socialise. 


Bowever, hb said, the ways of building socialism should be decided according to each 
country’s ectual conditions instead of copying others. 


Deng asked Strougal to convey his best regards to Gusetev Husak, general secretary of 
the Csechosloveak Communist Party Central Committee and resident of the republic. 
Strougal aleo conveyed Gusak’s regards to Deng. 


Strougal said he ccmpletely agreed with Deng’s remarks on bilateral relatiors and tlhe 
appraisal that these relations have entered a new phase. 


Be stressed that there sre 0 obstacies to expanding bilateral relations. 
“Ceechoslovakia end China can cooperate well in al! fields,” he added. 


Strougal aleo said he is very delighted to have an oppor: sity to learn at first Wand 
shout what is happening in China. (Czechoslovakia is willing to share experience with 
Chima ia socialist construction and reform and learn from vach other, be coted. 
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JIN SEN EXPRESSES SUPPORT AT PNC SESSION 
OW221808 Beijing XINHUA in English 1746 GMT 22 Apr 87 


[Text] Algiers, April 22 (XINHUA) — China has always supported the Palestinians in 
theic struggle to regain their lost land and restore their legitimate rights. 


Jin Sen, representative of the Chinese Government, made this statement here today at 
the current session of the Palestine National Council (PNC). 


Jin, also the Chinese Ambassador to Algeria, said that the Palestinians are facing 
difficulties in their struggle but China has always supported the struggle of the 
Palestine people under the leadership of the Pulestine Liberation Organization to 
regain their lost land and restore their legitimate rights. 


Quoting a Chinese proverb: “Unity is strength”, de declared that “to the Chinese 
people, the struggle of the Palestinian people is the struggle of the Ch_nese people, 
the difficulties of the Palestinian people are difficulties of the Chinese people and 
the victory of the Palestinian people is also the victory of the Chinese people.” 


Jin Sen was warmly ewbraced by Yasir ‘Arafat, chairmen of the Executive Comittee of 
the PLO, after he finished his speech. ‘Arafat thanked hie for the consistent support 
of the Chi ese Government and the Chinese people to the Palestinian cause. 


Betore Jin Sen took the floor, mahmoud kayia [spelling as received), vice-chairman of 
the PNC read the message of greetings to the meeting by Chinese Premier Zhao Ziyang 
amidst prolonged warm applauser. 
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[By Wang Genbao) 


(unt! Algiers, April 23 (KIMMUA) — Yasir ‘Arafat, chairman of the Executive 
Cvmmittee of the Palestine Liberation Organization (PLO), today highly praised Chinese 
Premier Zhao Ziyang’s message to the i8th cession of the Palest se National Council 
(Puc). 


In an exclusive interview today with XINHUA and the Chinese TV men, ‘Arafat said that 
the message of Comrade Zhao Ziyang has had « very goot impact and impression on all the 
participants of the FAC meeting. 


The Chinese Premier's message, delivered at the opening session by the Chinese 
Government's envoy to the PMC meeting and Ambassador in Algiers Jin Ser, received ware 
applause from all the participants. After the message was read at the meeting 
yesterday, ‘Arafat went to the Chinese envoy and warely embraced hin. 


“The message gust be greatly appreciated,” ‘Arafat said. “It is an expression of clear 
support for the Palestinian people, the Palestinian fighters and tie cansee of 
Palestine.” 


“The people, the party and the leadership of China have always been standing by the 
side of the Palestinian just cause since the very beginning and providing the 
Palestinian revolution with all support,” he adde4. 
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“In tee name of the Palestinian people and the Executive Committee of the PLO, I extend 
éeep thanks to the Chinese people, the Chinese party and te Chinese ‘eadership for 
their support to the Palestinian affairs,” ‘Arafat said. 


“I’m sure that the Chinese stand will have its positive effects on the local and 
iptesnational govements,” he added. 


Be also thanked China for the approval to take part in the proposed iaternational 
Middle East peace conference. 


On the ‘mportence of the current F session, ‘Arafat said, “This is « meeting of 
unity, of steadfastness of the Palestinian people in the refugee camps and in the 
occupied Arab territories against the plots and the Israeli terror ier. 


“The aeeting is proceeding well and successfully in « climate ot the Failestinian 
unity,” he said. 


“Despite the sufferings of our people and the sacrifice ot of thousands of 
Palestinian martyrs, our people are determined to fr ‘ore their rights to 
self-determination and to the establishment of a Palestinian « ©. the national soil 
of Palestine with Jerusalem as its capital, ‘Arafat concluded. 


GY WH CONTINUE? VISIT, CIVES STADIUM TO PRESIDENT 
OW232006 Beijing XINHUA in English 1743 m 23 Apr 67 


[Text] Nairobi, April 23 (XINNUA) — Chinese State Counci’or Gu Mu today officially 
handed over the Chinese-aided 60,000-seat mod-rn stadium to Kenyan President Daniel 


arap Moi. 


At a colorful hand-over ceremony, Gu Mu said, “The stadium is a crystallization of the 
hard work and wisdow of the Chinese and Kenyan pecples and a fruit of the friendship 
and cooperation between our two countries.” 


Gu Mu praised the Kenyan people for their unremitting efforts and remarkable 
achievements in safeguarding national independence and state sovereignty, maintaining 
stability end national wity and bringing „bout economic growth and national 
prosperity. Ye aleo appreciated the Kenyan Gove nt es commitment to ¢ non-aligned 
policy, African unity, good-neighbourlihood and regional cooperation and its endeavour 
to opposing the racist policy of Sovth Africa and to a change of the irrational 
international econosic order. 


fe pointed out: “As developine countries, both China and Kenya are faced with the 
common task of economic development and national construction, for which we need to 
learn from, suppport for and closely cooperate with each other.” 


“China is ready to further strengthen our friesdship and develop new channels to expand 
cooperation with your country in various forms on the basis of mutual benefit and 
equality so as to seek common progress”, he said. 


Addressing the ceremony, President “oi pointed out te construction project is “a good 
example of the friendship and cooperation that exiets between the People's Republic of 
China and the Republic of Kenya.” 
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He praised the friendly cooper: ſon between the Chinese and Kenyzn builders in the 
construction of the stadium and looked forward to more cooperation between the two 
countries in various fields of national development. 


At the ceremony, President Moi laid the foundation stone for the construction of the 
second phase of the Kenya national sports complex, which includes a 5,000-seat 
gymnasium and a 2,000-seat swimming pool. 


After touring the stadium at the end of the ceremony, Moi said, “Well done” and told 


the Chinese delegation, “today is a great “ay for me." He asked Gu Mu to convey his 
thanks to Chinese President Li Xiarmian and Premier Zhao Ziyang. 


The stadium will serve as the main venue for the fourth All-Africa Games to be held 
here in August this year. 


Present on the occastion were Chinese Deputy Minister of Foreign Economic Relations and 
Trade Lu Xuejian, Deputy Governor of Sichuan Province Gu Jinchi and Chinese Ambassador 


to Kenya Xue Mouhong. 


Kenyan Vice-President Mwai Kibaki, several cabinet ministers and the diplomatic corps 
in Nairobi were also present. 


Leaves Kenya for Uganda 
OW241848 Beijing XINHUA in English 1815 GMT 24 Apr 87 


{Excerpt} Nairobi, April 24 (XINHUA) -- The Chinese Government delegation led by State 
Councillor Gu Mu left for Uganda this afternoon after a five-day visit to Kenya. 


The delegation which arrived here last Monday for handing over a Chinese-aided stadium 
to Kenya, was seen off at the Kenyatta International Airport by Kenyan Minister for 


Culture and Social Services Henry Kosgey, Assistant Foreign Minister Ochola Makanyengo 
and Chinese Ambassador to Kenya Xue Mouhong. [passage omitted] 


ZHAO ZIYANG MEETS NEW KUWAITI AMBASSADOR 
0W251146 Beijing XINHUA in English 1135 GMT 25 Apr 87 


[Text] Beijing, April 25 (XINHUA) — Premier Zhao Ziyang met here this afternoon with 
Hasan ‘Ali al-Dabbagh, Kuwaiti new ambassador to China. 


ZHAO ZIYANG MEETS OUTGOING JORDANIAN AMBASSADOR 
OW261154 Beijing XINHUA in English 0942 GMT 26 Apr 87 


[Text] Beijing, April 26 (XINHUA) -- Chinese Premier Zhao Ziyang met here today Kamal 
al-Hamud, outgoing Jordanian ambassador to China. 
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CANADIAN PARLIAMENTARIANS END SHANGHAI VISIT 
0W251400 Beijing XINHUA in English 1340 GMT 25 Apr 87 


{Text] Shanghai, April 25 (XINHUA) — John A. Fraser, speaker of the House of Commons 
of Canada, left here for home by air this afternoon at the end of his friendly visit to 
China, while Speaker of the Senate Guy Charbonneau left for Guilin. 


A Canadian Parliamentary delegation led by the two speakers arrived here from Nanchang 
by air on April 23. On that day evening [as received) chairman of the Shanghai 
Municipal People's Congress Standing Committee Hu Lijiao gave a banquet for the 
visitors. 


Yesterday the Canadian visitors held talks with leading members from the municipal 
departments of finance, industry and agriculture. 


BU QILI RECEIVES MARTINIQUE COMMUNIST DELEGATION 
04230839 Beijing XINHUA in English 0828 GMT 23 Apr 87 


[Text] Beijing, April 23 (XINHUA) -- Hu Qili, member of both the Political Bureau and 
the Secretariat of the Chiner.c Communist Party (CPC) Central Committee, met a visiting 
delegation from the Communist .. 7 of Martinique (CPM) led by its General Secretary 
Armand Nicolas here today. 


Bu expressed his warm welcome to the CPM delegation, th: first to China since 1961. 
During their conversation, Hu said the delegation’s current visit will mark a new phase 
of development in the freindly relations between the two communist parties. 


Bu stressed that [the] CPC fully respects the CPM pol’cies worked out in the light of 
its own actual conditions. 


The Chinese Communist Party is willing to expand its relaticns with [the] CPM on the 
basis of independence, total equality, mutual respect, and non-interference in each 
other's internal affairs, Hu added. 


Nicolas said his delegation was very satisfied with the tour of Beijing, Qingdao, 
Nanjing and Xian, where they had learned about China's economic situation and the 
Chinese society. 


The CPM leader said that he was also satisfied with the fruitful talks the two sides 
had held in an ataosphere of mutual understanding and respect. “These talks have laid 
a good foundation for the future development of the two parties’ relations,” he added. 


The delegation arrived in China April 14 as guests of the CPC Central Committee 
International Liaison Department and is scheduled t. leave here Friday. 
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BEIJING REVIEW DENIES INTERNAL POWER STRUGCLE 


0W280526 Beijing BEIJING REVIEW in English 27 Apr 87 p 4-5 


["Notes from the Editors” article by Dai Yannian. “The ‘Conservative'/'Reformist’ 
Myth”) 


[Text] In a recent meeting with foreign guests, Chairman Deng Xiaoping of the Central 
Advisory Commission of the Chinese Communist Party said, “Some look upon me as a 
‘reformist’ and upon others as ‘conservatives. I ama reformist, that’s true. But if 
one who advocates upholding the four cardinal principles (the socialist road, the 
Communist Party leadership, the people's democratic dictatorship, Marxism-Leninism and 
Mao Zedong Thought) is a conservative, then I'm a conservative. So, under the 
circumstances, I'm neither a reformist nor a conservative. To be more exact, I am an 
advocate of seeking truth from facts.” What he said is both witty and 


thought -provoking. 


Since the struggle against bourgeois liberalization was launched and the change of 
personnel in the Party Central Committee took place in China, there has been such 
speculation abroad to the effect that the “conservatives” in the Chinese leadership 
have waged a struggle against the “reformists,” and that “the ‘conservatives’ have the 
upper hand” while “the ‘reformists' are suffering setbacks.” These statements, however 
vociferous, are ill-founded. 


It is known to all that Deng Xiaoping is the initiator of China's reforms. He was the 
first to stress the need to uphold the four cardinal principles at the party's 
theoretical work meeting held in March 1979. At the time he perceived, within society 
and the party, the presence of an erroneous trend where a handful of people spread 
doubts about and opposition to the four cardinal principles. He called people's 
attention to this trend. Over the last eight years, he has spoken, more than anybody 
else, of the need to combat bourgeois liberalization and to adhere to the four cardinal 
principles. At the end of last year, to counter the spread of bourgeois liberalization 
and remedy the weak leadership, Deng emphasized the need to take a clear-cut stand and 
firm attitude towards the struggle against this erroneous trend. If this were an 
attack launched by the “conservatives” against the “reformists” as alleged by certain 
people abroad, wouldn't it mean that he launched an attack against himself? This 
argument simply does not hold water. 


Premier Zhao Ziyang has been a strong executant of the policies of structural reform, 
invigorating the domestic economy and opening to the outside world over the last few 
years. That also is a well-known fact. Recently he became acting general secretary of 
the party Central Committee, taking over the post of his predecessor who had resigned. 
If this change is arbitrarily described as the “‘reformists’ suffering setbacks and 
‘conservatives’ gaining the upper hand, such an assertion is equally untenable. 


Those who allege that there is a factional struggle in the Party leadership set China's 
reform against the four cardinal principles. la their eyes, the two are as 
incompatible as fire and water. They stick the label of “reformists” on those who 
spoke about reform and opening up and stigmatize those who advocate upholding the four 
cardinal principles as “conservatives.” That is their logic. They do not understand 
the truth as confirmed by the Chinese: The two complement each other, rather than 
contradict each other. They are two aspects of the one and same political line China 
has been following over the last few years. This line is: In the light of chiaa s 
actual conditions, build socialism with Chinese characteristics. China's original 
defective structure must be reformed to fit China's reality and speed up the country's 
development. Reform is aimed at improving the socialist system, not deviating from or 
abandoning it. [paragraph co..tinues| 
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This i- cecause the Chinese people have come to see froe their long-term experience 
that ouly the socialist systems can solve China's problems. Whether at the time when 
China emphasized opposition to the shackles of the “leftist” ideology which had led to 
inadequate understanding of the significance of reform and opening up, or at another 
tige when Chima stressed the need to combat the rightist trend of bourgeois 
liberalization, and to correct sistakes in work, this country's aim has been to 
comprehensively carry out this line. This political line was formulated colflectively 
by China’s top leaders who are neither “conservatives” nor “reformists.” As chairman 
of the MPC Standing Committee Peng Zhen said in his recent meeting with journalists 

Kong and Macao: “In reality, we only have a Marxist fect ion, or as Deng 
Kisoping has noted, they are advocates of seeking truth from facts, which is the 
essence of Narziss. 


Ia the capitalist world, struggles between political parties and between factions 
within them are quite common, because these parties and factions represent different 
interest groups. Conflicts between these groups lead to constant strife between their 
political representatives, that is between the various political parties and factions. 
People have become used to such phenomena. This view conforms with the situation over 
there. But when someone uses the same framework for analyzing China, then he can only 
have a distorted view of the country, and the conclusions he draws siaply do not tally 
with China's reality. In China there is no social foundation for complicated factional 
struggles as in the capitalist world, because the fundamental interests of Chinese 
workers, farmers and intellectuals are identical. 


To Chinese who are familiar with things in China, the above-mentioned allegation made 
abroad is, according to an old saying, as incongruous as “a horse's javs in a cow's 
head.” Many of those who believe or spread this myth lack understanding, and when they 
learn the real situation, they will eventually reach the correct conclusion. 


As for those who deliberately create confusion, facts will refute their alarmist 
reaarks. 


IDENTITY CARDS FOR ALL CITIZENS BEING PLANNED 
0W280742 Beijing XIMBUA in English 0724 GHT 28 Apr 87 


[rent]! dei ing. April 28 (XINHUA) -- China plans to distribute identity cards to 
one-fourth of its citizens age 16 or over dy the end of this year, today's “CHINA 
DAILY” quoted Be Bing, an official of the Ministry of Public Security, as saying. 


Only about 70 million people in the country have so far received identity cards, the 
official said, adding the country is seeking to furnish every citizen who requires one 
identity card by 1990. 


Inefficient planning and lack of personnel and equipment are chiefly responsible for 
the failure to fully complete the state's plan last year, when the quote for card 


distribution fell 31 percent short of target, he said. 


China formally began distribution work last year as a major step in reforming its 
edainistration over the nation's large population. The convenient cards can be used 
nationwide for identification purposes. 
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The country has been practising a household registration system according to which 
every household has its own residence booklet. But when a person travels, he or she 
brings a letter of introduction end employee's or student's card which has no legal 
effect and can easily be forged. 


There are so far only 16 center asking the cards though gore are planned or are under 
coastructioa. 


All provinces, municipalities end autonomous regions on the asinland are now required 
to establish their own centers for making identity cards this year. 


The government is also conducting research on how to issue such cards efficiently in 
the countryside, especially in remote areas. The focus of the work will be in rural 
areas starting this year. 


Residents and the government in large cities like Beijing and Shanghai which have 
pioneered the distribution of identity cards have benefitted, he said. 


Incomple*e statistics from the Beijing Public Security Bureau show that a total of 415 
cases of murder, robbery, rape and other criaes have so far been solved because of the 
use of identity cards. 


Sowever, he said, the hardest job will be persuading people to use the cards. Even in 
Beijing, the first city to introduce thes, employee's identity cards and letters of 
introduction are still populer for identificaticn purposes. 


LIAQUANG DISCUSSES SOCIALISM'S PRIMARY STACE 
§K2708SS Beijing LIAOWANG in Chinese No. 15, 13 Apr 87 p 1 


{Article by Jiang Wen (3068 7186): “A Second Talk on Deepening the Understanding of 
the Primary Stage of Social tes 


[Text] The dsvelopment of the socialist society itself is a very long historical 
process. At present, our country is in the primary stage ot socialiss. This stage 
will last for several or den a dosen years. Even if we start counting from now, it 
will possibly be several decades or longer before it will be over. It is of great 
theoretical and practical significance to deepen the study of the characteristics of 
the primary stage of socialiss in our country. 


To understand the basic characteristics of the primary stage of socialise in China, we 
gust proceed fromm the actual level of its productive forces. In the final analysis, 
the characteristic of the primary stage of socialisa in our country manifested in the 
production relations, politics, ideology, and other aspects of the superstructure are 
determined by the level of its actual productive forces. We should look at two aspects 
of China’s productive forces: First, through building socialise for 30 years or sore, 
we have beullt a preliminary material and technological foundation for Social ies. 
Second, China is a big country with a relatively beckward economy and culture, our 
commodity economy is not yet developed, and the level of our productive forces is 
relatively low anc quite uneven. This dual aspect is the actual situation of the 
productive forces of our country. (paragraph continues) 
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On the other hand, if we do not see that the genera: 

productive forces is still relatively low, we will not have a clear 
our is still in the primary stage of socialism and will 

impatient to seek quick successes. 
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of the productive forces in the primary stage of social ies 
production relations, politics, ideology, and other aspects of the 
also clearly characterized by a dual aspect. Viewed 
means of production, the socialist public ownership occupies 
absolute dominant position, but other economic forms still play a role that cannot 
rep „ Viewed from the relations of distribution, distribution according to work 
the basic principle. Besides this, many other forms of distribution also exist, 
luding some non-labor legitimate income. Viewed from the political angle, the 
laboring people's status as masters of the country has been legally recognized, the 
people's democratic dictatorship has been consolidated, and the exploiting classes have 
been eliminated as a class, but the socialist democratic politics is still quite 
imperfect and class struggle will also continue to exist within a certain scope for a 
long time to come. Viewed from ideology and culture Marxise has teen recognize as the 
theoretical basis of our ideological guidance, but ideological remnants of frudalisa 
have not yet been eliminated, the influence of bourgeois ideas will continue to exist 
for a long time, and the socialist spiritual civilization is still a far cry from being 


at a high degree of development. 


The dual aspect in the productive forces, production relations, pol tics, ideology, and 
culture sentioned above is precisely a manifestation of factors determining the nature 
of the primary stage of socialism in our country. Since the former is the principal 
aspect of the contradiction, determining the socialist nature of our country, and also 
since the latter aspect will not disappear in a short time, our socialist system must 
remain in the primary stage for quite a long time. 
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Comrade “ao Zedong said: “Everything in the world has a dual aspect.” The 
characteristic of the dual aspect of the primary stage of socialism is the unity of 
opposites of the two objective and contradictory aspects. We should dialectically 
understand their relations before we can comprehensively understand the line, policies, 
and principles formulated since the 3rd Session of the IIth CPC Central Committee. For 
example, why it is necessary to adhere to the four cardinal principles, to oppose 
bourgeois liberalization, and to persist in implementing the policies of reform, 
opening to the outside world, and enlivening the domestic economy; why it is necessary 
to put the development of the social productive forces fircc; why it is necessary to 
make great efforts to develop the planned commodity econumy; why it is recessary to 
regard the economy under the ownership of the whole people as the guiding force in 
developing various forms of economy and operation; and why it is said that the 
development of a high degree of socialist democracy is a gradual building process? 
Only when we have e clear understanding of the characteristic of the dual aspect of the 
prirery stage of socialism can we really understand the reasons for all this. la this 
way, ve know something exists and why it exists. 


In the course of understanding something complicated, we have to undergo the process 
from perceptual concrete to abstract, end from abstract to concrete thinking. Many 
repetitions of the process of practice, knowledge, further practice, and deeper 
knowledge are needed no matter whether it is the change from perceptual concrete to 
abstract or from abstract to concrete thinking. [paragraph continues) 
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tice and knowledge, ovr party has drawn the scientific 


and the 
country to make concerted efforts in socialist construction and in the practice of 
reform, to study classical Marixst writers’ works concerning scientific social ies, to 
absorb the useful experience of other socialist countries, and particularly to 
seriously sus up our new experience since the Ird Plenary Session of the ilth CPC 
Central Committee and turn it into theories. 


It can be foreseen that a deepened understanding of the primary stage of socialise will 
raise the level of practice in our country's socialist construction and reform and a 
relatively higher level of practice will promote an even deeper understanding in 
return. By repeating this in an endless cycle, we will certainly succeed in building 
socialism sith Chinese characteristics and in writing a new chapter for the treasury of 
Marxist theories. 


IGN * * 
§K240615 Hong Kong ZHONGGUO XIMWEN SHE in Chinese 1100 GHT 22 Apr 87 


—— by Tian Suiming (3944 1920 2494): “Bo Ming: Wo Foreign Exchange Crisis in 
China” 


[rent]! Beijing, 22 Apr (ZHONGGUO XINWEN SHE) — At «a press conference today, 
high-ranking adviser to the Bank of China, Bo Ming, said: There will be no foreign 
exciange crisis in China. Still less is it likely that China would lose the ability to 


net foreign payments. 


Be revealed that China now has a gold reserve of 12.67 million ounces. The Bank of 
China still has on hand $10 billion in foreign exchange, which can te readily drawn 
upon to pay for imports and meet other needs. 


Be said: Based on international statistical standards, China's foreign debt has 
exceeded $20 billion, with the country’s existing foreign exchange reserves falling to 
@ low point. This ans that there will be a strain on China's foreign exchange budget 
during the Seventh 5-Year Pian. 


This knowledgeable expert in the financial field still has an optimistic view of 
China's foreign exchange budget. This is based on four reasons: 


1) At the Fifth Session of the Sixth NPC, Premier Zheo Ziyang announced three 
principles for the use of foreign capital, with loans confined to productive-type, 
technology-intensive-type and export product-type projects. The size of foreign debt 
will be brought under control. 


2) China has promulgated regilations aimed at encouraging investment by foreign 
businessmen. The problem of a foreign exchange balance for Chinese-foreign joint 
venture enterprises has been initially solved. A favorable investment climate has 
basically shaped up. Thus, there can be an increase in direct investeent by foreign 
businessmen and an appropriate decrease in the demand for loens from foreign countries. 


1. 28 Apr 87 K 6 CHINA 
PRC NATIONAL AFFAIRS 


developed as substitutes for imports. Th 


is 
) The state has readjusted the six of export comsodities increasing exports of 
eechanical end electrical equipment and technology-intensive products. China's 
products on the isternational market have shown ever increasing competitiveness, thus 


boosting foreign exchange earnings. 


Bo Ming holds the view that despite an upward tread in absolute figures for China’s 
foreign debts, its ability to absorb foreign debts is still below two internationally 
recognised warning lines. China is trustworthy on the international financial market. 


LIAQUANG ON ECOMOMIC SITUATION IN FIRST QUARTER 
GK241143 Beijing LIAQWANG in Chinese No 15, 13 Apr 87 p 5 


{Article by Xi Chuan (5045 0278) and Dan Qing (0030 7230): “A Comment on the Economic 
Situation in Our Country in the First Quarter of This Year”) 


[Test] The spying of 1967 is unusual. We are carrying ovt «a struggle against 
bourgeois liberalization in the politics) sud ideological fields, and have launched «a 
@ovement to increase production, practice economy, increase revenue, and reduce 
expenditure. Some 3 gonths have now passed. How is the economic situation in our 
country? This is a question on which people have shown their concern. 


According to reports issued by the relevant departments recently, we tnow that the 
gomentus of national economic development in the first quarter of this year was good. 
This was manifested in the following: 


First, the speed of development of industrial production was normal. in the first 
quarter, gross industrial output value was 14.1 percent higher than in the same period 
last year. Viewing it in isolation, we sight say that the speed was still too high. 
Sfowever, after seasonal adjustment, the speed was oni I percent higher than in the 
last quarter of last year. This shows that industrial production during the first 
quarter hed changed from the situation of a low economic growth rate in the first 
quarter last year, and had slowed from the excessive economic growth rate at the end of 


last year. 


There were four reasons contributing to the stable growth of industrial production 
dur ing the first quarter. I) Full preparations in the conditions of terte 
production. Lest year the growth rates of energy and the asin raw and processed 
esterials were basically the same, or slightly faster, than the growth rate of 
industrial production. By the end of the year, the amounts of raw ap* processed 
gaterialse kept in stock had increased by big margins. Key construction prujects and 
technical refors items, which were started a few years ago, heave gone into operation 
successively ace the beginning of this year. They have strengthened production 
capacity. 2) A higher level of social demand. The growth of consumption funds has 
been faster since last year. By mid-March this year, the sales boom was continuing. 
The «sin aeans of production, agricultural eaachinery, electronics products, 
sutomobiles, end so on still sold well due to seasures adopted by the state to promote 
sales. 3) Revaluation of the Japanese yen has created conditions for increasing the 


purchase of goods for export. [paragraph continues! 
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4) The state adopted a series of measures to invigorate large and sediue-sized 
enterprises. These measures have gradually become operative. The environment inside 
enterprises was improved. All these played a good role in stimulating gradual growth 
in industrial production during the first quarter. 


Second, the situation of agricultural production took a turn for the better. In 
particular, leaders at all levels attached importance to the producticm of grain and 
cotton. In spring this year, our relevant departeents adopted a series of measures 
which were beneficial to the development of agriculture. The asin geasures were: 
Reducing the amount of grain purchased through contracts, increasing the proportion of 
grain purchased at negotiated prices, readjusting the purchasing prices of grain and 
cotton in some areas, and implemen'ing the policy of awards which linked the purchase 
of grain based on contracts with the supply of chemical fertiliser and diesel at lower 
prices and the provision of advance payments for future purchases. The state increased 
its investweent in agriculture by a big margin. Investment in agriculture reached 2.375 
billion yuan. 


According to a sample survey made by an agricultural investigation team of the State 
& stistics Bureau, the acreage under grain this year has been increased. It is planned 
that production output of grair this year will be 405 billion kilos, and cotton 85 
sillion dan. This is a very strenuous task. SHowever, judging from the present 
situation, it is obvious that agricultural production in the spring was markedly better 
than last year. As long as accidents can be avoided in summer end autum, the tasks 
set in the plan can be accomplished. 


Third, in foreign trade, exports increased by a big aargin. Total export vol in the 
first quarter far exceeded that in tie same period last year. The growth rate in the 
first quarter was comparatively bigh for recent years. This was because we had 
implemented a correct foreign trade policy, and the international aarket was 
comparatively brisk. The situation was beneficial to us. 


Fourth, goney supply was basically normal. The situation of too many circulating funds 
through credits was somewhat improved. in the first quarter, the balance of 
circulating funds through credits in industry was higher than at the end of the fourth 
quarter last year, but the rate of increase was lower than the excessive average of 7.8 
percent during the second to fourth quarterr last year. la this connection, it is 
appropriate to say that the situation of ‘he excessive supply of circulating funds 
through credits has been put under control. 


When reviewing and discussing this encouraging situation, we should not forget the 
unpleasant facts. We should realize that there are still aany difficulties on our road 
of progress. Judging from the present situation, we know that the strain on power 
supplies and the shortages of raw and processed materials still affect the development 
of industrial production. The apportioning of expenses of all kinds has not yet been 
got cid of. These are the main reasons it is difficult to significantly enhance the 
economic results of enterprises. As far as agriculture is concerned, the acreage under 
wheat during the last winter was reduced by a big aargin. la addition, the application 
of bese fertiliser during the spring sowing was insufficient, the growth of wheat 
seedlings during spring this year was not too good, and spring drought and continued 
cold spring weather occurred simultaneously. This being the case, it is obvious that 
many diificulties have to be overcome in order to wrest a good harvest of sumer 
grain. In addition, it will also be difficult to maintain the high growth rates of 
exports and foreign exchange earnings of the first quarter for many rease-s. All this 
shows that we should not be too optimistic. 
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enterprises. While pursuing the leasing system and the contract responsibility systes 
in emall enterprises and enterprises which earn aeager profits, or which lose ey. we 
should encourage large end asdiue-sised enterprises throughout the country to place 
their emphasis on implementing the economic responsibility systes which is a 
combination of a goal-directed responsibility system and «a contract responsibility 
to ensure the fulfillaent of various work. 3) We should extensively carry 

At present, we should resolutely stop 

ects of arbitrarily increasing the prices of means of production. <A nationwide 


increase prices arbitrarily, or increase 
Ir illegal income should be 
the state. 4) We should 


i 
ct 
i 
| 


of technical refers, and the work of putting into 
production imported technology with its production targets and economic results fully 
ensured. This year will be the peak of the operation of re than 3,000 technical 
items imported during the “Sixth 5-Year Plan.” To do well in putting thes into 
operation end ensuring the fulfilleaent of their production targets is an important 
@eesure for attaining the goal of increasing production and boosting incomes for the 
whole year. 
In his Government Work Report delivered at the Fifth Session of the Sixth NPC, Premier 
Zhao Ziyang pointed out: During a period of 1 year from the present session to the 
next session of the NPC, we will concentrate our effots on two er tasks: la the 
economic field, we will stick to the correct policy for construction, extensively 


tion, practicing cone. increasing revenue, 
tural refors, expand the iaplementation of the 
world, and strive to ensure the sustained and 
econcay. la the political and ideological 
field, we should profoundly carry out the propaganda and education in upholding the 
four cardinal principles, resolutely oppose bourgeois liberalisation, strengthen the 
buildiag of socialist sepiritual civilisation, end further consolidate the political 
situation of stability end waity. We are confident that as long as we adopt «a 
down-to-earth aanner to do various work weil, 1967 will contiaue to be a year of marked 
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| 
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rant] Beijing, April 25 (KIMBUA) -- Following is the full text of « set of new 
regulations of the Bank of China (BOC) on providing loans to foreign investment 
enterprises which was approved by the State Council on April 7, 1987 and promulgated by 
BOC on April 24, 1987. 
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Article 1. The said set of regulations are hereby issued with a view to supporting the 
production and operation activities of the foreign investment enterprises, expanding 
China's foreign economic and technical cooperation a=] promoting the development of its 


national economy. 


Article 2. Im line with the state policy and the principle of safety, benefit and 
service, the Bank of China grants loans to foreign investment enterprises to finance 
their construction and operation, with priority being given to the export-oriented and 
technologically advanced enterprises with good economic performance. 


Article 3. Foreign investment enterprises, samely, Sino-foreign joint ventures, 
Sino-foreign cooperative enterprises and wholly foreign-owned enterprises are eligibie 
to apply to the Bank of China for loans, provided that they geet the condil ons as 
specified in Article 7 of the said regulations. 


Article 4. Im granting loans, the Bank of Chins gust sign len agreements with the 
borrowing enterprises and enhance its management of the loans. 


Article 5. The Bank of China grants the following tinds of loans to the foreign 
investment enterprises: 


I. Fined assets loan which is used to finance the costs of capital construction 


projects and technological upgrading projects and the purchase of technology and 
equipment as well as the costs for installation. It takes the following forms: 


a. Win and short-tere loan; 
db. Buyer's credit; 

c. Syndicated loan; and 

4. Project financing. 


2. Working capital loan which is used to meet the funds needed by the foreign 
investeent enterprises in their production, marketing of products end norms! 
operations. t takes the following forms: 


a. Production reserves and production loans; 


b. Temporary credit; and 
c. Overdraft om current account. 


J. Renminbi loans mortgaged with foreign currencies are to be handled by the Bank 
China according to the provisional regulations on renminbi loans agortgaged with fore 
currencies by foreign investeent enterprises, which has been promulgated by the 
people's Bank of China. 


4. Stand-by credit is to be given by the Bank of China after its review and approve 
of the application by the foreign investment enterprises for their special purposes. 


Artic... 5. Loans are provided in local and foreign currencies. The local currency 
refers co renminbi end foreign currencies refer to the U.S. dollar, British pound 
sterling, Japanese yen, Hong Kong dollar, Deutsche mark and other convertible 


currencies acceptable to the Bank of China. 


> 
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Article 7. As enterprise is qualified to apply to te Benak of Chias for « loan, provided 
thet: 


l. Te Bes obtained a business licence issued by the Chinese Adsinistratica for 
Industry end Commerce end has opened an account with the Benk of Chins; 


2. It bes fully peid wp ite registered capital at the specified tiae, which has been 
certified eccordiag ts releveat regulatic.'s; 


J. Tt bes presested the resolution and power of attorney for the borrowing by its 
beard of director; 


. Its capital construction projects has been approved by the planning authorities; 


J. It Bes the ability to repay the loan end can provide reliable securities for 
repayusat/payacat of the priacigal and interest. 


. 
i 
| 
| 


date specified in the lee agreement whereby the principal, 


Yor foreign curreacy licens, the interest rate 1 be either the consolidated interest 
rate set by the Bank of Chins or the rate agreed upon between the lender and borrower 
ia the iight of iaternstionsl artet conditions. ia 


Article 13. A lees all be provided to the foreign investment enterprise by the Bank 
of Cats through the following procedures: 


1. The enterprise call file en application to the Bank of China with relevant 
certificates end documents as the case any require, and 


2. The Beak of Chins chall review and examine the application, certificates and 
éGocumeats provided by the applicant. Upon its approval, the i.ak of China shall 
segotiate end sign « loan agreement with the borrower. 
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Article 14. The foreign investment enterprise shall use the loan : the time, in the 
@mount and for the purposes as stipulated in tie loan agreement. 


Article 15. Applying to the SBenk of Chins for « loan, the applicant aust provide 
gusrentee acceptable tc the Bank of China if so required. 


Article 16. The foreign investment enterprise is required to provide the Bank of Chins 
with guscentee in the following forms: 


1. Credibility guarentee — The enterprise shall it to th Sank «f China an 
irrevocable letter of guarentee, issued by « financial institution, enters "ise and/or 
unit with good credit standing and deot-service capability, for repayment/paynent of 


2. Mortgage guerentee -- The enterprise aay agortgage its properties, rights and 
err N er ea oe 
interest of the loan. The following items are acceptable as collaterals: 


db. Marketable goods ian stock; 

¢. Foreign currency deposits or cercificates of such deposits; 
4. Negotiable securities and bills, and 

@. Uquity shares and other transferable rights und interests. 


Article 17. When « loan is e with aourtgage on its properties, the caterprise aust 
sign « mortgage agreement with the Gest of Chias, toe be duly aotarised by « Chinese 
public notary office. insurance on the full walue of the aortgaged properties aust be 
effected with the People’s Insurance Company of Chins. 


Both guarantee and aortgage any be required from the enterprise when the Bank of Chins 
deems it necessary. 


Article 18. The foreign investment enterprise aust perfors its obligations under the 
loan agreement to repay the principal, and pay the interest and other relevant charges 
im good tie and in full emount. 


Article 19. The treit investment enterprise's net cash income after tax aust be 
first used to repay the ‘ined assets loan. 


Article . The Benk of Chima is entitled to resort to the following actions against 
the foreign investment enterprise that violates the loan agreement, according to the 
agreement provisions and seriousness of the case in order to protect its own rights and 
interests: 

1. Demanding the enterprise rectify the default within « requirud perio’ of time; 

2. Suspending disbursement of the loan; 

3. Recalling the loan befove ite aaturity; and 


„ Calling the guarantor to perfore its obligations. 


1. 28 Ape 87 K 12 CHINA 
PRU NAT).NAL AFFAIRS 


Article 21. In case the enterprise fails ts repay the principal and pay the ircterest 
of the loan when due, the gusarant<, is renonsible for the full repayment/payment of the 
principai, interest and other relevant charges where « guaranteed loan is involwed. in 
case of « loan agasinst anr*gage, the Bank of Chins shall be entitled, according to laws 
and regulations, to enjoy the priority to reco..r the priscipal, interest and otter 
fees outstanding ty disposing of the collaterals at discount value or selling thee by 
auction. dete At interest shall be charged on overdue loans at «4 “ste Setween 20 and 
SO percent over the interest rate of ise loan agreement as from the due date. 


Article 22. The Benk of China has the right to examine “he use of loan by the fureign 
im-estment enterrrise. Before the loan is fully repaid, the enterprise aust subsit io 
the Bank of China periodical reports, stetemerts and other materials om the plans and 
implementation in connection with its construction progress, production, sales and 
financial status. If any owner of the enterprise is a separate legal person, it should 
provide its ennusl financial statements to the Bank of China when the Sank deems it 


Article 23. Before the leer is fully repaid, all payments and receipts of the 
entecprise in its operation wat be settled through its accounts maintained with the 
Bank of Chira, lese the Ber* of China otherwise agrees, and the fund thereon must not 
be transferred to any other bank or financial institution. The Bank of China has the 
right to require the enterprise to open a “retention account” with it when it deem 


24. <Any important resolution and decision on financial matters made by the 
directors or the owners of the enterprise, and any personne! change of the 
directors should be notified to the Bank of China in time. Any major 

to the contracts on the joint ventures and cooperative 

as well as constiiutions or regulations of the enterprise must be subwitted 

to the Benk of China for comments in advance if the Bank's interests should be arfected 


Unless the Bank of China otherwise agrees, the Chinese language shall be 
used in the loan agreement, its appendices and other legal 


ocuments related thereto, and the governing laws shall be the laws of the People’s 
rul 


the implementation of these regulz.r.one shall be 
Bank of China. The branch office. of the Bank of 
China located ir the special economic tones may work out and execute dr ile rules of 
rete business conditions, and execut+ them with the 

dank. 
Article 27. The said set of regulations goes into effect as fiom the date of 
promulgation. And the “provisional regulations on providing loans by the Bank of China 


to joint ventures using Chinese wed foreign investment” approved by the State Council 
and issued by the Bank of China on March 13, 1981, shall be annulled st the sam time. 


Loan agreements signed between the Bank of China and foreign investment enterprises 
before the promulgation of the said regulations shall continwe to be performed 


according to their original provisions. 
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OFFICIAL INTERVIEWED ON DEVELOPMENT OF 


HK250741 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 16, 20 Apr 87 


{Report on an interview: “He Chunlin, Director of the Special Economic Zones Office of 
the State Council, Discusses the Building of China's Economic and Technological 
Development Zones by reporters Hu Junkai (5170 0193 0418) and Mei Minhui (2734 2404 
1979). 


[Text] The 12 economic and technological development zones on China's coastal cities 
have entered a new development stage in grasping projects, operations, mar gement, and 
economic results. Several days ago in an interview with He Chunlin, director of the 
Special Economic Zones Office of the State Council, this reporter asked him to give his 
views on the building and development of the economic and technological development 
zones in the future. 


Initial Results Have Been Achieved in Building the Development Zones [subhead] 


The building of economic development zones in China's open coastal cities started in 
1984. By the end of last year, the State Council had approved the establishment of 12 
economic and technological development zones. These include such large coastal cities 
as Shanghai, Tianjin, and Cuangshou, with solid industrial, scientific, end 
technological bases, as well as small and aedium-sise cities with relatively weak bases. 


He Chunlin told this reporter: Practice in the past 2 years and gore has proved that 
the decision of the CPC Central Committee and the State Council on establishing 
economic and technological development zones in open coastal cities is correct. To 
import foreign capital there must be a good investment climate. Due to all sorts of 
factors, the old downtown areas of these 14 coastal cities has still not provided this 
kind of an investment environment. While we now lack both the financial and material 
resources to overhaul the old downtown areas, we should not delay the work 
indefinitely. For this reason, before the nation’s “major climate” takes shape, we can 
only open small zones in these open cities and build some relatively comprehensive 
infrastructures with state loans in order to create “small climates” that will appeal 
to foreign capital. 


Viewed from the current conditions, the “small climates” have initially taken shape. 
On the land that has already been opened in various development zones, a total area of 
about 15 square km, an investment environment has taken shape. Various basic projects, 
such as electric and water supplies, drainage, telecommunications, road construction, 
and the leveling of land, have basically been completed and factory and office 
buildings, with a floor space of some 600,000 square meters, have been completed and 
made available to users. 


He Chunlin cited a figure to illustrate the "small climate” appeal to foreign capital 
in the development zones: Direct investments by foreign businessmen in the country as 
a whole dropped last year over the year before both in the number of contracts and n 
contracted amounts. However, the 12 development zones concluded 75 percent more 
contracts last year than the year before, with the contracted amount of foreign 
investment increasing by 70 percent over the year before. 


However, in the process of building economic and technological development zones there 
are also some worrying phenomena, such as engaging in blind competition regardless of 
objective conditions, which results in chaotic arrangement of productive and 
nonproductive projects. [paragraph continues] 
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After seeing that other zones import more projects and develop more rapidly, some 
development zones have blindly pursued a high growth rate regardless of the objective 
conditions and imported some unnecessary projects. 


As a result, the CPC Central Committee and the State Council stressed in 1985 that we 
should not blindly compete for higher growth rates. This phenomenon was later 
rectified to some extent. However, in the further development of the development 
zones, this is still a question meriting our attention. 


He Chunlin said: In buiiding development zones we should still carry out this spirit, 
namely, to start an undertaking through arduous effort and to seek truth from facts. 
It is particulary necessary to stress seeking truth from facts. We should never 
blindly copy formalism or blindly compete for higher growth rates. Diiferent places 
have different conditions, economic strength, technological levels and industrial 
structures, and they also start at different times. For this reason, different 
development zones have different growth rates. Development zones with relatively 
slower growth rates should fully recognize the different objective coaditions between 
them and other zones. They should not purely compete for speed, scale, and the number 
of imported projects. For example, it is impossible for a zone with poor means of 
transportation to compete with the Zhujiang Delta, which has relatively favorable 
transportation conditions. 


He Chunlin said: Although development zones should not compete for higher growth 
rates, they should nevertheless engage in competition. Friendly competition among 
development zones is still needed because it can allow them to learn from one another. 
But what should they compete for? In my view they saould compete for management, 
efficiency, beneficial results, and work style rather than scale and speed, or even 
less for ostentation and extravagance. 


We Should Not Waver in the Direction Toward High Science and Technology [subhead] 


“Some people suggest turning the economic and technological development zones into 
export processing zones. What do you thick if this?“ asked this reporter. 


“This is a question involving how to integrate the near- and long-term objectives of 
the development zones,” He Chunlin said. “As development zones they should first 
strive to enable their products to enter the international market.” He said: If they 
do not expand the export of their products or do not have a trial of strength with the 
products of other countries on the international market, they will neither feel 

nor obtain information. It will be difficult to improve their product 
levels. Therefore, we should not waver in the objective of entering the international 
market. All the economic and technological development zones have done so. For 
example, the Tianjin development zone has signed cooperative contracts wth 50 foreign 
investment enterprises. la the contracts it is stipulated that the proportion of 
products sold abroad should reach an average of 70 percent. Meiter Container 
Corporation, a contractual joint venture between the Guangzhou development zone and a 
fireign firm, is the largest and technologically most advanced factory producing 
pu\l-tab cans. It manufactures 250 million cans annually as import substitutes for 
Guangdong Province and 250 million can lids for export. However, if we merely turn the 
development sones into ordinary export processing zones, our standards will be too 
low. A great gany export product bases in the foreign trade department can be turned 
into export processing sones. If so, there is no need for the state to allocate so 
mach money and so many materials and to formulate so many preferential policies to run 
the deve lopaent sones. 


1 
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Be Chunlin said: In the near term economic and technological development zones should 
strive to export their products and earn foreign exchange through exports. However, 
the most fundamental task of the development zones is to play the role of a “window” 
for the open cities. Through exports they can import foreign technology, knowledze, 
and managerial experience and, after absorbing, digesting, and improving it, they can 
apply it to the economic development of the open cities and the interior. In this 
sense, earning foreign exchange through exports is only a means, while introducing and 
developing technology is the aim and objective of building the development zones. 


In 1985 at a meeting held in Tianjin to exchange experience in running economic and 
technological development zones, people created a slogan, “Projects are the life of the 
development zones." In other word, the key to the success or failure of the 
development zones lies in whether or not they can firmly grasp a number of good 
projects. He Chunlin told this reporter: To select good projects it is necessary to 
persist in proceeding from the actual conditions in the localities, correctly select 
and rationally arrange various projects, such as advanced technological projects, 
projects for earning foreign exchange through exports, and fund raising-type projects 
which require a short construction cycle, need less capital, and yield quick results, 
and satisfactorily combine the near- and long-term objectives of the development 
zones. It should be stressed here that we should not engage in blind competition but 
act according to our capabilities. 


It has been learned that, while improving the investment environment, expanding the 
export of products, and developing the export-oriented economy, some economic and 
technological development zones have made their objective to develop new and high 
technology and make tremendous efforts to import projects with a fairly high 
technological level, such as the Tianjin development zone s gultilevel circuit boards 
and (Danke long) [dan ke long 08% 0344 7127] antibody and anti-cancer drugs, the 
Guangzhou develpment sone 6 artificial heart values and new anti-combustion material, 
the Dalian development zone s high-power laser cutting machines and artificial 
diamonds, the Qingdao development zone's molded laser holograms, the Ningbo development 
tone s new magnetic materials made of neodymium, iron, and boron, and the Qingdao 
development sone s (Bundy) [bang di 6721 6611] tubes. These products are quite 
advanced and some have filled gaps in the country. 


Fully Apply the Existing Policies, Satisfactorily, and Flexibly [subhead] 


To eliminate overheating and to ensure the stable, steady, and proportionate 
development of the national economy the state has pointed out that in economic work as 
a whole it is necessary to “compress the atmosphere” and to further reduce the scale of 
construction. In the building of economic and technological development zones will we 
go on expanding the construction scale or keep it under strict control? 


He Chunlin replied: From the very beginning the state has placed explicit restrictions 
on the scope of the development zones. The total area of the development zones of 11 
cities (not including Shanghai), as approved by the State Council, was 114.42 sq ka. 
The State Council explicitly pointed out that they should be developed group by group 
at different times. The first-stage development area was restricted to 21.16 sq km but 
the actual starting area was 13.7 sq km. At the economic and technological development 
zones work meeting teld in Tianjin in October 1985, the starting areas were further 
reduced from 13.2 sq km to 11.9 sq km which, plus the 2.6 km for the Shanghai 
development zones, which was approved by the State Council in 1986, which came to less 
than 15 sq km. The total area of the development zones of the 12 open coastal cities 
now under construction is smaller than the Zhuhai Special Zone, the smallest special 
zone in our country. 
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Be Chunlin said: During the Seventh 5-Year Plan the economic and technological 
development zones should concentrate on developing an area covering 15 sq km. Under 
normal circumstances, they should not expand beyond this area. 


This is primarily due to two factors: 1) The country cannot afford it. In the near 
term it will be impossible for the state te provide more materials, energy, and traffic 
facilities, 2) We are limited to the capability of the localities to withstand 
strains. In addition to the restrictions of such “hardware” as capital, energy, and 
communications, there is another important factor. We are poor in “software,” unable 
to .cep abreast in management, efficiency, and beneficial results. For this reason, an 
important issue for the economic and technological developmest zones in the next few 
years is to continuously improve the infrastructure in t. existing starting areas 
rather than develop new projects and expand the development areas and, while doing a 
good job in “hardware,” make great efforts to grasp reform, management, efficiency, and 
beneficial results. Ia so doing we can more satisfactorily display the function of the 
development zones as winde and “achieve results from a certain area after we 
develop and finish building it.” 


Be Chunlin said: The economic and technological development zones work meeting held in 
Guangzhou in February this year stressed that the focus of the development zones work 
in the next few years is to apply the existing policies fully, satisfactorily, and 
flexibly. He told this reporter: At the beginning of this year the State Council's 
Special Economic Zones Office made a proposal to the leaders of the State Council 
tating into consideration the nation’s economic situation and the need for the state to 
strengthen macroeconomic regulation, we should, in the work of opening up to the 
outside world, concentrate on continuously implementing the existing principles and 
policies of the CPC Central Committee and the State Council in an all-round way, work 
brd to build up internal organs, sobilize our internal strength, and seek new 
developments in the course of consolidation and improvements. ie Chunlin explained 
that, viewed from the current conditions of the 12 economic and technological 
development zones, some have applied the policies satisfactorily while some others have 
not; some have made satisfactory progress while some others have not. This has posed a 
question to us: Have the existing state policies been applied? Have they been applied 
satisfactorily? Se added: Naturally, when we stress the need to satisfactorily apply 
the existing policies, we do not mean that they are perfect and that there is no need 
to improve them. We only mean that the enrichment and perfection of policies should be 
made through practice, which will take quite some time. Moreover, we should also 
consider the question of necessity and possibilities, as well as the state's capabil) cy 
to withstand strains. For this reason, before the central authorities can coordinate 
and perfect all the existing policies, the development zones should first apply thes 
fully, satisfactorily, and flexibly and then create better conditions for the 
enrichment and perfection of the existing policies through practice. 
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{Article by Gao Dieben (7559 3321 7115): A New Attempt To Reform State Commerce 
Operations: An Investigation of Integrating Leasing, Contracting, and Share Capital 
Operations” — capitalised passages published boldface] 


{Text} Bow should state commerce be reformed? Comrade Guan Guangmei of Benxi City in 
Liaoning Province through integrating leasing, contracting, and share capital 
operations has provided us with a new experience and it is also a new attempt to reform 
state commerce operations. 


— — 


— 
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Guan Guangwei used to work for “Kiaofang Grocery” of the Benxi City Vegetable Company. 
She had been shop assistant, director of sales, and deputy manager. fer new leasing 
operation can be divided into two cevelopment stages: The first is to contract the 
operation and then to integrate leasing, contracting and share capital operations on an 
individual basis; second, the individual leasing the enterprise expands to a leasing 
group and then develops inte a commercial clique. After leasing “Kiaofang Grocery” in 
1985, she also leased the “Guangming Shop” which had been on the brink of bankruptcy 
due to longstanding losses. Next she leased the “Dongming Grocery” which was the 
biggest grocery store in the city in 1986. Following the leasing of another 5 grocery 
stores in 1987, the number of shops she had leased became 8 (which is about one-fifth 
of the total state-owned grocery stories in the whole city and one-third of the total 
volume of retail sales), thus forming a new commercial clique on a leasing basis. 


Following the leasing of these shops, the economic efficiency of this operational group 
(including each of its accounting units) rapidly increased. Their sales volumes have 
increased by 26.5 percent and the realized profit rates have increased by 62.1 percent 
over previous rates. The realized profits of “Kiaofang Grocery,” which was the first 
shop leased by Guan Guangmei, are 50 percent more than the figures stipulated in the 
contract and 150 percent more than the actual profits before the leasing. la only 1 
month after being leased, the “Guangming Shop,” (with 70 staff members and workers and 
6 retail stalls) which had been on the brink of bankruptcy, managed to make up deficits 
and increase surpluses. in 8 months it accumulated a profit of 80,000 yuan. Within 5 
months after being leased the profits of “Dongming Shop,” the biggest shop in the whole 
city, increased by 200 percent over the corresponding period the previous year. 


The success of Guan Guangmei’s operations by integrating leasing, contracting, and 
share capital has given « forceful answer to the following issues: 


FIRST, THIS NEW OPERATIONAL FORM CAN ALSO EFFECTIVELY APPLY TO LARGE AND MEDIUM-SIZE 
STATE-RUN COMMERCIAL ENTERPRISES. 


The ordinary leasing system can only apply to the reform of small state-run commercial 
enterprises. However, apart from the manager responsibility system, the contract 
responsibility system, and the share-holding system which is now being implemented on a 
trial basis, are there any other more effective operational forms? Guan Guangmei gives 
a positive answer to this question with her practices. 


The main contents of this operational form which integrates leasing, contracting, and 
share capital are as follows: First, the leasers must have guarantors and a certain 
amount of mortgage money. Second, apart from the lease charges, the bid for tenders 
should also list the profit rate determined according to the average advanced level of 
trade and stipulates that the leaser should undertake the dual obligation of paying 
lease charges and accomplishing profit targets. Third, the leasers do not earn wages 
but are allowed to draw a proportional amount of after-tax profits on the premise of 
paying the profits on the bid, thus limiting the excessive disparity in income between 
the leasers and staff and workers. Fourth, a certain proportion of after-tax profits 
must be retained to be used in expanding the operation of the enterprises. fifth, the 
leasers should have complete authority in handling the operation, management, 
personnel, and distribution of labor income among staff and workers. Sixth, an 
all-personnel responsibility system should be effective within enterprises to directly 
link the accomplishment of sales quotas with the income of staff and workers and 
implement the principle of distribution according to work, and more pay for more work 
in an all-round way. 
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Seventh, the workers and staff of enterprises are allowed to become shareholders and 
staff and workers representative assemblies can be set up to link the obligations and 
contracted responsibility of the leasers and the operational objective of enterprises 
with the economic benefits of every staff member and worker to form a new relationship 
between the leasers and the staff and workers of enterprises. 


This kind of new leasing operational pattern is different from ordinary leasing and 
contracting as well as from the share capital system and the shareholding systes on 
trial use. An organic integration of the strong peints of the three will better 
implement the strength of the leasing mechanisms and the economic role of contracting 
and share capital. Under this new operational forms, issues like “separating the two 
powers,” separating the functions of government from those of enterprises, streamlining 

eas well as other easlpractices of the old state-run 
commercial structure, such as “asking advanced enterprises to deliver gore profits to 
the state,” “everyone eating from the same big pot,” “giving everybody an iron rice 
bowl,” and so on, could all be properly settled in a rapid and orderly way. 


Since integrating leasing, contracting, and share capital operations can msintain the 
consistency of the interests of the state, enterprises, staff members and workers, and 
operators, and ensure the expansion of commercial enterprises, it is therefore 
favorable to state aacroeconomic control, and it can become an effective way to refuc3s 
of large and acdium-sise state-run commercial enterprises. 


SECOND, INTEGRATING LEASING, CONTRACTING, AND SHAPE CAPITAL OPERATIONS CAN BE 
RESPONSIVE TO THE MARKET. 


The practice of this new operation form in Benxi City over the last 2 years has proved 
that it can play a better role in being responsive to the market. This is because: 1) 
Oa a voluatary basis, the two sides involved in this new operational form stipulate the 
economic targets to be attained by the enterprise. Therefore, pressure can be applied 
to force the operators to incessantly increase varieties and expand operations in light 
of people s consumption needs. Obdjectively, this can play a role ir being responsive 
to the market. 2) The economic income of the leasers depends on the erat ion of the 
whole enterprises. Moreover, the all- personnel responsibility <gstem and the 
distribution system of the enterprises also link the economic interests of every staff 
meaber and worker with the various specific operational activities and service quality 
of the enterprise. As a result, an intrinsic motivating force can be formed to be 
responsive to the market. 3) This operational form gives the leasers and enterprises 
full operational decisionmaking powers so it can make enterprises truly become 
independent commodity operators able to flexibly carry out selling and purchasing 
activities according to market demands. 4) As this operational form develops from an 
individual enterprise to a group of enterprises it can extend to a commercial group to 
be responsive to the market. 


Precisely because of the above-mentioned points and the good quality of Guan Guangme! 
in regarding responsiveness to the market as the leasing operation's aim, the leasing 
group has played an important role in organising supply, balancing prices, and 
stabilising the market. 


To master the source of goods and expanded supply. After the leasing operations became 
effective the leasing group successively set up new sales and purchase relations with 
37 major vegetable households in the suburbs on the principle of gutual benefit and 


attaching paramount importance to reputation. 
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Through the various patterns of lateral combinations like linking production to sales, 
setting up joint-venture factories, obtaining purchasing contracts, etc., they set up 
regular sales and purchasing relations with may places in other localities to 
relatively stabilise the supply of goods. Thanks to the relatively ample and steady 
cupply of goods, the sales volume of the leasing group rose sharply. The sales volume 
of Tiefen grocery,” which was the first to be leased, increased by 26 percent in the 
latter half of 1965 over the corresponding period in previous year. Within 5 to 12 
months after being leased, the sales volume of “Guangmwing Shop” increased sharply by 
66.1 percent. And in only 5 gonths the sales volume of “Dongming Shop” increased by 


ie the 0 and 
varieties in the shop. The varieties of goods in “Kiaofang Grocery,” afater being 
by the period before the leasing and 
contracting. In only 3 gonths “Dongming Shop” increased its variety of goods by 100 
leasing. 


: 


To control prices and protect consumer interests. This leasing group employs the 
operational principle of making small profits but a quick turnover, stabilizirg prices 
of fast-selling goods and reducing prices of slow-selling goods. In the process of 
letting vegetable prices fluctuate in line with aarket conditions, when a certain king 
of vegetable is in short supply end its price tends to rise, they promptly arrange «a 
supply source and sell it at a price lower than the average artet price. ‘therefore, 
to a certain extent they can play an active role in controlling aarket prices. 


Will this new operational form become a new sonopolistic or exclusive operation while 
developing in the direction of commercial cliques? Mo, it will absolutely aot. 
Notwithstanding that it can evolve into a big commercial clique, it can only possess a 
certain market rate in the retail volume of social commodities and the other leasers 
and commercial organizations will also be competitive with it. Moreover, every shop 
within the group keeps separate accounts and assumes sole responsibility for their own 
profits and losses. Besides, competition sight also exist among these shops. 
Therefore, it will not result ia a trade-wide asncpolistic or exclusive operatica. 


THIRD, INTEGRATING LEASING, CONTRACTING, AMD SHARE CAPITAL OPERATIONS CAN INCREASE 
CAPITAL ACCUMULATION WITHIN ENTERPRISES. 


People generally worry about the limitation of the leasing operation. Leasers may only 
seek iamediate interests and consume and distribute all the accumulated capital or the 
so-called short-time operational behavior. The operational form of Guan Guangmei of 
Benxi City in integrating leasing, contracting, end share capital has effectively 
resolved this issue. This new operational form stipulates that: 1) The leased 
enterprise should collect a depreciation charge according to its agreement; 2) as for 
the property, the leased enterprise may levy a 2 percent maintenance cost per yeasr 
according to its original value; 3) low prices and easily worn articles like furniture 
should be charged with a 10 percent wearing cost per year according to their net value; 
4) the enterprise should takea certain amount of development funds from the net profits 
of the enterprise to be used in expanding their operation; 5) the leasing side should 
save the rental income as the development fund of the enterprise. The above-mentioned 
points ~ be written into the leasing contract to be confirmed by lew. (paragraph 
cont inues 
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It can both affirm the obligations of the leaser to asintain simple and expanded 
reproduction and give his the economic strength and terial guarantee to carry on 
expanded reproduction. Because of the above-mentioned stipulations, estimated in light 
of actual operations conditions in 1986, the internal accumulation of capital of the 
three shops leascé4 by Guan Guangmei will reach 222,000 yuan, with the accumulation rate 
amount to 50 percent. 


The legal obligation of the lessers, the pressure of repaying debts if bankruptcy 
occurs, and the economic benefits brought to the leasers and staff workers by the 
expansion of operations can all develop into a motivating force for increasing the 
accumulation fund of the enterprise, asking it an intrinsic demand of the enterprise. 
In only a few gonths after being leased in 

to build 5 simply-built warehouses, increase its shop area by 420 square meters by 
vacating the original warehouses, rebuild the old vegetable cellar into an underground 
restaurant, and buy a sew truck. lamediately after being leased in April 1986, the 
repaired its three 


, 
‘ 
i 
: 
: 


Guan Guangmei’s operational group integrated in leasing, contracting, and share capital 
is completely detached from the Benxi City Vegetable Company so it has weakened 
vertical subordinate relations end broken away from the restriction of the horizontal 
lines of ownership, thus creating conditions for -eforming commercial administrative 
companies. Of the 38 retail shops of Benxi City Vegetable Company, Id have been 
leased. As far as a commercial edsinistrative company is concerned, ‘this kind of 
reform has, in fact, played a role in “striking at the root of the trouble,” thus 
raising the issue of the development direction of commercial administrative companies 
to the leaders in charge of commercial adsinistration. 


This new operational form can thoroughly reform the leading structure of enterprises 
and greatly streamline enterprises and nonproductive personnel. After being leased, 
the “Kiaofang Grocery” reduced its nonproductive cadres from 27 to 7, and the “Dongming 
Shop” reduced its nonproductive cadres by two-thirds. The leading organs of the party, 
league, and trade union are chosen through democratic elections according to the 
Constitution, with its leaders still engaged in production. The vocational leading 
cadres who are still engaged in production can be appointed by the enterprise and their 
duties and powers are confined to the enterprise. Those unqualified cadres previously 
appointed by departments concerned should all be assigned to new jobs. Some cadres at 
the section level have become shop assistants or boiler workers. 


The reason the operational form of integrating leasing, contracting, and share capital 
started by Guan Guangeei can bring into play the abovr-mentioned roles is also due to a 
relatively complete and effective full-persornel responsibility system being 
implemented in the enterprises, in addition to the strong points possessed by this 
operational forse. lu asain contents are to focus on economic effectiveness, making the 
three levels of shop, department, and group responsible for their own contracting, 
accounting, and management, assigning the various economic targets and quotas to the 
persons concerned, calculating the remuneration for work of different departments and 
groupe eccording to every 100 yuan's worth of sales, and directly linking the income of 
staff @eabers and workers with their daily sales records and their service quality. 
measures have vigoriously aobilized the initiative of the vast number of staff 
meabers and workers and greatly increased the trade and profit volumes of enterprises. 


1. 28 Apr 87 K 21 CHINA 
PRC NATIONAL AFFAIRS 


Using the operational form of integrating leasing, contracting, and share capital, the 


those of enterprises. Although it has not been in operation very long yet and some 
issues still ed further discussion, it has really Slased a new trail for reforming 
state commerce and finding a new operaticral forse for commercial enterprises under the 
system of ownership by the whole people. 


COVERIOMNT BOLE IN LEGAL SYSTEM BUILDING REVIEWED 
04261030 Beijing XIMBUA in English 0811 GHT 26 Apr 87 


{Text} Beijing, April 26 (XIMBUA) — The State Council hes since 1979 enacted 504 
eéninistrative regulations, of which 340 are governing the country's internal and 
external economic activities. 


This was disclosed by Sun Wenshong, director of the Legal Affairs Bureau of the State 
Council at a meeting here today. 


A national conference to discuss the government's role in building the legal systes, 


first of its kind since 1949, opened here today. Speaking at the coaference, Sun said 
have made noticeable progress in its efforts 
to 


Council, the sinistries and commissions under the State Council and governments at 


Drafting and enacting gore regulations governing internal end external cenie 
activities has always been the central In recent years, with a view to edvance the 
ongoing reforms of economic structure and the implementation of the policy of opening 
to the outside world. Meany regulations concerning culture, public health, public 
security, civil end judicial affairs were also issued, he stated. 


The governments’ efforts ia developing legal system is en iaportent part of the 
country’s work of building a socialist legal system, he said. 


Legal affairs departments imder the goveramests at vericus levels heve alee revieved 
all the 50,000 reguleitions enacted by the State Council end local seuthorities siace 
1949, abolishing those that are aot in conformity with the eewly promilgated laws and 
regulations and those that are considered not conducive to invigorating economy and the 
opening to the rest of the world. Those that are still in force have been published. 


5 


Legal affaire institutions have been established in all the governments at the 
provincial level. la the past two years, they trained more than 15,000 officials 
engaged in legal affaires and other legal personnel. The Legal Affairs Bureau under the 
State Council has established links with its counterparts in @any countries including 
the United States, Japan, Federal Ge-many to carry out ecademic exchanges, the director 
said. 
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Zhao Ziyang at Legal Conference 
0W280822 Beijing XINBUA ia English 0606 GIT 28 Apr 87 
(Text) Beijiag, April 28 ann — Chinese Premier Zhao Ziyeng and Vice-Presiers 
Wee Li, Yeo Hin end QGieo Shi ast with over 700 law professionals representing central 
n provincial goverumest institutions this sorning. 


The experts are ia Beijing for a national conference on government legal affairs, the 
first of ite kind held siace 1949. 


Zheo urged the purticipents to accelerate their efforts in building up the country's 


et all goveramest levels, and said, “Since gost of you are experts on lav, 
be able to aske the aseting a success.” 


Caisese Goverament leaders are all emphasising the importance of strengthening the 


0W271303 Beijing KIMNBUA Domestic Service in Chinese 0357 GHT 27 Apr 87 


(Text) Seijiag 27 Ape (ZIMBUA) - The auditing séministration recently issued « 
oa Gradual laplemeatation of the Periodical Auditing System for Financial 
end Expenditures of Central-Level Adsinistrative Units and Estabdlishnents.” 

Starting in 1967 the Auditing Administration will introduce « 
pericdical euditing system for financial revenues and expenditures of central-level 
eésiaistrative units end establishments so that central-level administrative organs and 
wits will consciestiously implement the principle of building the nation through 
lead in observing financia) and economic discipline, 


the 
iaprove fineacial aanagement, and reduce expenditures. 


The pericdic auditing systes will be applied to financial revenues and expenditures of 

the State Council and their subordinate edministrative wits and 
establishments; financial revenues and expenditures of other wits whose edsinistrative 
and are appropriated or subsidised under the central budget; as well 
es eésinistrative (aanagerial) and operating expenses of corporations and head offices 
of epecial benks end insurance companies, and other organs under the State Concil's 


The “circular” says: The audited units should subsit financial status reports, final 
eccounts, end other documents as required. la case the audited wits refuse to accept 

to eccordance with regulations, or fail to implement conclusions and decisions 
for headliag fiaencial affairs resulting from audits, the Auditing Administration aay 
eévise the FPiaenace Riaistry (or the next higher-level department that aenages the funds 
of the eudited wit) te stop appropriations, and banks to stop payments. Cases of 
serious lees end waste resulting from corruption, theft, prying and receiving bribes, 
in the course of eudite shall be referred to 


eoparately supervisory and judicial organs. 


. 
| 


— — 
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LI GUIXIAN SPEAKS AT AMIUI PROPACANDA MEETING 
OW271145 Befei Anhui Provincial Service in Meadaria 1100 GIT 26 Apr 87 


{Excerpts} The Propaganda Department of the Anhui Provincial CPC Central Committee 
held a provincial stig of heads cc‘ propagenda departments ia Sefei tres 14 to 21 
April. [passage onitted) 


Ru Leyi, deputy secretary of the proviacial party committee, ade « summing-up report 
of the aeeting on behalf of the provincial party committee. Sis report covered five 


points: 
1. Basically evaluate the aseting. 


2. Seriously implemest the guidelines of the asticnsl aveting of heads of 


prog agendas 
Gepartments, and unfold the struggle of opposing bourgeois liberalization in «6 
resolute, healthy, end steady aanner. 


3. Sem up lessons in ao rerlistic rr. end integrate thinking with the line adopted 
eat the 34 Plenary Sessica of the llth CPC Central Committee. 


. Step up theoretical research, reise theoretical wderstanding, and deepen 
theoretical criticises of bourgeois liberalisatica. 


5. Improve propagenda education ian rural eed urben areas by using postive examples, 


seriously carry out the work of improving newepagers end journals, and straighten out 
the ideological and political outlook of 


! 
f 
: 


i 


provincial propaganda déepartaents was and 
lecalities to seriously implement the guidelines of the aseting in e realistic aanner. 


Li Guizien also comprehensively explained questions regarding strengthening party 
leadership on the ideological front, seriously implementing this year's two oer 


tasks, and raising the political and professional quality of propaganda department 
teams. (passage onitted) 


FUJIAN’S CHEN CUANCY! DISCUSSES SOCIALIST ETBICS 
OW272146 Fushou FUJIAN RIBAO in Chinese 17 Apr 67 p i, 4 


{(Rucerpts)] The Fujian provincial a@eeting to commend ite that have dist 
themselves in promoting socialist ethics took plece in Pushou yesterday (16 April). 
(passage omitted] 
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This hes taught us « profound lesson that ideclogicsl and political work aust be 
intensified througiout the process of socialist aodernization. [passage omitted] 


JIANGSU REPORTEDLY IGHORES ANTILIBERAL! ZATION 
§K270322 Gong Kong AF? in English 0233 GIT 27 Apr 87 
[By Pierre-Antoine Donnet } 


{Text} Menjing, April 27 (AFP) — “Fight Bourgeois Liberalisation” urges « sessage 
scravied on a blackboard at the geteway to « collective fare in Jiangsu, China's 


richest province. 


But despite this appeal agost seople ia this city and throughout the eastern Chinese 
. — values with little enthusiase 
or simply ignored it. 


“Bourgeois liberalisation? We haven't heard of that here. Sesides I don’t really know 
what it geens,” said Chen Uudong, boss of « private textiles shop in Nanjing, the 
capital of Jiangsu. 


"It's true that several thowsend students took to the streets here in Decesber, if 
that’s wheat you sean! 


“But nobody talks about bourgeois liberalisation now. Our local newspapers ignore the 
subject and even state-run television rarely aentions it,” said Mr. Chen, « large smile 
creasing his face. 


Kia Zhuxing, bead of the Qingnen rural cooperative which runs the collective fare 
Yuanbe, said “the govement against bourgeois liberalisation has nothing to do with 
countryside.” 


in 
the 


“In this farm you won't find « single peasant in favour of bourgeois liberalisation,” 
he explained. 


The ideological campaign was leunched following student demonstrations for greater 
freedom and democracy that rocked at least 18 Chinese cities late last year. 


Chinese leader Deng Kicopi+g has said thet the campeign, which some Western diplomets 
say syubolises a power struggle between reformists and conservatives within the 
Communist Party, would probably lest between 50 and 70 years. 


Jiangeu's governor, Gu Malts. « aeaber of the Communist Party Central Committee, is 
obliged by her position to t purty lime and said: “We are going to step up 
our ideological wort.” 


rot out the 
“We want students to fully understand the economic reforms,” she said in an apparent 
reference to the student demonstrations 
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Mrs. Gu said that Chins had squandered too auch energy on e political sovements such 


"Without economic reforms, Chins has no future,” she added. 


The campaign has led to widely differing viewpoints on how it should be run appearing 
ia the astional press, which diplomats say reflects «a party split between orthodox 
Marxists, who went to see a tougher line taken, and moderates, who feel it should be 
limited to the long-ters education of the people. 


“Some comrades . .. don't completely understand the significance of the struggle 
Against bourgeois liberalisation. They think that it will be over in « few months. 
This is a blinkered viewpoint,” the party's theoretical review the RED FLAG ssid in 
early April, reflecting the conservative stand. 


broed masses oppose the bourgeois liberalisation and were not influenced by it,” 
of Sushou, which is dubbed “the Venice of the Orient” because 


of 
"We feel that we get some influence from bourgeois iiberalisation but this is not 
serious,” said Li Zufa, vice-mayor of the industrial town of Wuxi. 


Be could not say what these influences were. Wuxi was not affected by the student 
wnrest. 


“The enti-bourgeois liberalisation drive is confined inside the party and we had two 
@eetings to discuss the subject,” said Peng Shiteo, director of « large artificial silk 
{sctory in Sushow that eaploys 4,350 people. 


Be said that the campaign was restricted to asking workers to provide their children 
with a decent education. 


As in other businesses visited in the province there were no signs of campaign slogans 
or posters in his factory. 


Moreover, political and economic officials in Jiangeu were unable to give a precise 
definition of bourgeois liberalisation, and said with a sheepish smile that it 
besically concerned students. 


The party conservatives clearly disagree. They successfully engineered the downfall in 
January of former political party chief Bu Yeobang, eccusing hie of weakness in the 
political, ideological, intellectual, cultural and economic fields. 
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JIANGXI'S WAN ATTENDS CONGRESS MEETING 


0W271141 Nanchang Jiangxi Provincial Service in Mandarin 1000 GMT 26 Apr 87 


{Excerpts] The Sixth Session of the Sixth Jiangxi Provincial People's Congress held 
its third meeting at the Bayi Auditorium this afternoon. The seeting heard work 
reports of the provincial People's Congress Standing Committee, the provincial Higher 
People's Court, and the provincial People's Procuratorate. 


In delivering the work report of the Jiangxi Provincial People's Congress Standing 
Committee at the meeting, Wang Zemin, vice chairman of the provincial People's Congress 
Standing Committee, said: Since the fourth session of the sixth provincial People's 
Congress, the provincial People’s Congress Standing Committee, focusing on economic 
development, has promoted reform, opening to the outside world, and inv.gorating the 
economy, and defended the political situation of unity and stability. It has also made 
advances in developing socialist democracy and perfecting socialist legality, in 
accordance with the Constitution and the authority given by the law. [passage omitted] 


In reporting on judicial work, (Li Ying), president of the provincia' Higher People's 
Court, said: Over the past year, people's courts at various levels in Jiangxi Province 
have continued to wage struggle against serious criminal activities and economic 


crimes. [passage omitted] 


In delivering the work report of the provincial People's Procuratorate, Chief 
Procurator Wang Shuheng said: Over the past year, the people's procuratorates at 
various levels in the province have upheld the four cardinal principles and stepped up 
efforts to serve socialist modernization. While dealing telling blows to serious 
criminal activities, they have also vigorously struck at ser'ous economic crime by 
carrying out various procuratorial work and performing their legal supervisory role. 
{passage omitted] 


The executive chairmen of the meeting were Wan Shaofen, Wang Shufeng, Liang Kaixuan, 
Peng Shengxi, Liu Bin, (Wu Changgen), (Wang Chengahu), (Shan Jichun), (Li Yanning), and 
(Tao Xihu). Liang Kaixuan presided over the meeting. Members attending the fifth 
session of the fifth provincial CPPCC Committee attended as observers. 
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BUBEI PEOPLE'S CONGRESS SESSION OPENS 25 APR 


8K260147 Wuhan Hube‘| Provincial Service in Mandarin 0900 GMT 25 Apr 87 


{Excerpts] The fifth session of the Sixth Hubei Provincial People’s Congress opened in 
the Hongshan Hall in Wuchang today. [passage omitted) Comrade Huang Zhizhen declared 
the session open. [passage omitted] Seated on the rostrum were responsible comrades 
of the provincial party committee, advisory commission, government, CPPCC, Discipline 
Inspection Commission, Military District, Higher People's Court, and People's 
Procuratorate, including Guan Guangfu, Zhao Fulin, Li Wei, Liu Huinong, Li Erzhong, 
Zhang Xueqi, Duan Gongkang, Liang Shufen, Wang Hanzhang, Wang Libin, Han Nanpeng, Chen 
Ming, Li Qifan, and Zhong Shugqing. [passage omitted] 


Governor Guo Zhengian selivered a report on the work of the government. The report was 
in six parts: 1) The province 6 political and economic situation in 1986; 2) Do a good 
job in organizing production and circulation work, centered on improving economic 
results, so as to promote the long-term stable development of the national economy; 3) 
Display the spirit of arduous struggle and building the country with hard work and 
thrift, and do a good job in economizing and cutting spending; 4) Continue to promote 
the development of various socialist undertakings such as science and technology and 
education; 5) Uphold the principle of reform, opening up, and invigoration, and 
continually deepen the urban and rural economic structural reforms; 6) Uphold the four 
cardinal principles and consolidate and develop the excellent situation of stability 
and unity. 


Guo Zhengian pointed out: In launching the drive to increase production and practice 
economy and increase revenue and cut spending, we must first promote production and 
achieve increases in production and revenue. We should firmly embrace the idea of 
taking agriculture as the foundation, get a good grasp of grain and cotton production, 
and strive for an all-round bumper harvest. We must seriously grasp industrial 
production centered on improving economic results, and translate into action the 
measures for increasing production and practicing economy. We must also actively 
develop foreign trade, enliven commodity circulation, and maintain basic price 
stability. We must also resolutely cut excessive financial expenditures and investment 
in fixed assets, and strictly control group consumption. 


On the central tasks in the political and ideological field, Guo Zhenqian pointed out 
that at present we must carry out extensive and deep-going education in upholding the 
four cardinal principles, oppose bourgeois liberalization, unite the people of the 
whole province still more closely around the party and ‘rely follow the socialist 
road. We must teach the people, especially young people, to distinguish between right 
and wrong on fundamental principles and political orientation, and to enhance 
consciousness in upholding the four cardinal principles and resisting the ideological 
trond of bourgeois liberalization. At the same time, we must continually develop 
— demccracy and put tne socialist legal system on a sound basis. [passage 
omitted 


The session held its second full meeting in the afternoon to listen to a report 
delivered by (Xiao Qiautao), director of the provincial planning commission, on the 
draft plan for Hubei's economic and social development in 1987, and a report by (He 
Fulin), director of the provincial finance department, on the execution of the 1986 
budget and the draft budget for 1987. 
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(Xiao Qiantao) pointed out that the principle for arranging the province's economic and 
social development plan for 1987 is to resolutely fulfill the state plan for cutting 
spending while boosting the reserve strength for economic development and ensuring 
appropriate growth of the economy. The main tasks are to persevere in refors, 
stabilise the economy, readjust the structure, strengthen the key points, increase 
production and practice economy, improve economic results, strive for a basic balance 
between total social supply and demand, and create a relatively relaxed economic and 
social environment for the various reforms. 


(Se ful in) said: The 1986 provincial revenue budget approved by the 4th session of the 
6th provincial People’s Congress was 5,824, 140,000 yuan; the actual revenue figure was 
5,737, 720, 000 yuan, a shortfall of 66.42 million yuan. lover, revenue still showed a 
rise of 8.4 percent over 1985. 


Due to a number of extra expenditures of a policy nature, and some unavoidable 
expenditures, that were added after the budget was approved, last year's expenditures 
exceeded the budget by 501.48 sillion yuan. 


(Be Fulin) said: The basic guiding idea for arranging the budget in 1987 is to improve 
economic results by strengthening management and increasing production and practicing 
conan, cultivate end open up sources of revenue, and ensure steady growth in 
financial revenue. We should cesolutely make cuts where possible, adhere to the 
principle of living within our means, and arrange and use capital in a rational way. 
We must ensure the reforms, the key points, the reserve strength, and a benignant 
economic cycle, strictly enforce budget management, and ensure a balanced budget over 
the whole year. 


240333 Wuhan SUBEI RIBAO in Chinese 14 Apr 87 p 2 


(Commentator's article: "The Guideline of Protect Specialized Households and 
Individual Economy Will Remain Unchanged for a Long Time” 


{Text} With the in-depth development of rural reforms in our province, a number of 
specialized households in various trades and individual business operators have emerged 
in all parts of the province. In some localities, there are also a all number of 
private enterprises. Protecting their legitimate business and interests and giving 
support and guidance to their healthy development is an important policy of the party 
and the government. 


People may have different opinions on the issue of how to look at these non-public 
ownership forms, and some people hold that they simply go against the socialist 
orientation that the rural economy gust adhere to. In fact, this viewpoint is 
untenable. We should affirm that the appearance of specialised households in various 
trades, individual business operators, and a l number of private enterprises is the 
result of the in-depth rurel reforms and the vigorous development of the commodity 
economy in the countryside, and they are an indispensable complement to the socialist 
public ownership system in rural areas. An important way to develop the commodity 
economy in our country is to change the old economic structure with only one ownership 
form into a new structure with a variety of ownership forms with public ownership as 


the main body. (paragraph continues) 
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So the appearance and healthy development of the above-mentioned non-public ownership 
forms are favorable to the «establishment of the new structure and favorable to the 
diversification of the rural sicroeconomic forms. Moreover, such private economies 
appear and exist under microeconomic forms. Moreover, such private economies appear 
and exist under socialist conditions, and will certainly be conditioned and influenced 
by the public economy, and be subject to the state's macroeconomic regulation and 
control. Theref<.-e, they have essential differences from the private econo-ies under 
the capitalist conditions. With the further adjustment of the rural production 
structure and the development of the division of work in the rural economy, the 
individual economy and private enterprises will spread more and sore widely in various 
trodes, and they will take in gore surplus rural labor force. Thus, they will play a 
greater role in organizing the combination of funds, technologies, and labor in the 
countryside, in training gore competent business operators, and in helping rural people 
become rich together. They will exist for a long time in the development of the 
socialist commodity econosy. 


At present, some rural areas in their province have not taken steps to promote the 
shift of surplus labor force and have not found effective ways to make their local 
economies prosperous. an important reason for this is that they have not fully 
realized the role and position of the individual economy and private enterprises in the 
in-depth rural reforms, have not realized that they will inevitably exist for a long 
time, and have not correctly developed the economic entities owned by all the people 
and owned by collectives or individuals, as well as various economic forms, at the same 
time. 


Protecting the legitimate business and interests of rural specialized households in 
various trades and individual business operators is the key to the implementation of 
the policy for maintaining and consolidating them on a long-term basis. In recen 
years, the party central leadership, the provincial party committee, and the provincial 
government have repeatedly laid down many explicit stipulations to stress the necessity 
of respecting peasants’ freedom in selecting the foras for thiir businesses and 
production. It is stipulated that no arbitrary measures can be taken to change their 
production forms. Party committees and government departments concerned at various 
levels have also done a great deal of useful work. However, problems still exist in 
some localities. For example, some people still look down on the self-employed 
business operators, and often unreasonably impede their business, treat them unfairly, 
or impose unreasonable levies on them under various excuses. In some other cases, as 
social services have not kept pace with the development of things, the specialized 
households and individual business operators still have to pass through a great deal of 
red tape and to plead for help from various authorities. In the matters of allocating 
funds and supplying materials, some localities also discriminate against individual 
business operators and private enterprises, thus causing many artificial difficulties 
to their production and business operation. For individual economic entities and 
private enterprises to survive and develop in the market competition, they must face 
and run many risks. Now if they still have to deal with artificial obstruction fros 
the authorities, it will become more difficult for them to survive and develop. 
Therefore, the relevant authorities at all levels should have a better understanding of 
this issue, adopt effective reform measures to help the individual economic entities 
and private enterprises solve their problems and difficulties, and in particular, avoid 
being sometimes enthusiastic and sometimes lukewarm toward the individual businesses 
and being inconsistent in the policy. 
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In the course of development, the individual economy and private enterprises will 
unavoidably face and bring about various problems. Ia a certain sense, their exis 
is in contradiction with the economy under public ownership, and they 

have some defects and shortcomings. The asin problem is that the income gap among 
is too wide. We sho d approach this correctly and soberly and ize 
caly by deepening reform and strengthening management can ve 
advantages of the individual economy and offset its disadvantages 
develop healthily. In a certain sense, correct guidance is 
protection end support. However, we sust not be overanxious end aust not 
arbitrary and coercive seasures. The incomes of individual business operators 
generally be higher than those of ordinary peasant households. This is allowed by 
party's policy which allows some people and some areas rich ahead of 
order to help all people become rich. If too wide a gap appears, we can only use 
methods of management and legislation to properly regulate and control things. 
existence of the individual economy will certainly require the expansion 
business scope of the individual economic entities, so we should guide 
take the road of the cooperative economy. Communist Party seabers should take 
in running collective enterprises and should actively lead the masses to take 
of becoming rich together. USowever, the establishment of a cooperative eco 
requires that all parties concerned jointly observe some contracts and 
interest relations balanced and coordinated, and it will take tie to 
this. It is wmrealistic to hope that the cooperative economy can spread to var 
localities and all fields in a short time. Therefore, correct guidance sust not be 
arbitrary and artificial combination of the individual economic entities. Leaders 
all levels gust deeply understand this point. 
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§K240211 Guiyang Guishou Provincial Service in Mandarin 2200 GIT 23 Apr 87 


(Rucerpts) Guishou made steady economic progress in the first quarter of this year. 
In agriculture, according to the latest statistics, the area of 
18.18 million au, en increase of 5.1 percent over last year. The 
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| 
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into serial production. Its achievements were demonstrated 
1) Im quantity. Apart from those published in various newspapers and journals, a total 
of 116 these have now been received. 2) In quality. The majority of the articles are 
quite appropriate and convincing, «nd 3) Their content covers «a 

take many forms. 


To implement the epirit of the Necional Conference of Propaganda Department directors 
and do a still better job in this education, the provincial party committee 
„ Bigher Education Bureau, and Social Science Federation jointly held «a 


Department 
theory discussion meeting from 22 to 24 April. 
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Mu Chuan, member of the Standing Committee of the provincial party committee and 
director of the Propaganda Department, stressed that theory education workers, theory 
researchers, and theory propagandists must regard writing articles on these topics as a 
major affair, establish the idea of protracted combat, and fight this battle for 
several years. They should systematically criticise the ideological trend of bourgeois 
liberalization and enhance people's consciousness of upholding the two things. 


COMMERCIAL PRODUCTION ENLIVENS SICHUAN ECONOHY 
0220958 Beijing XINBUA in English 0704 GT 22 Apr 87 


[Text] Chengdu, April 22 (XINHUA) — Commercial production hes invigorated the 
stagnant cone of the poorest 46 counties in Sichuan Province. 


This was the opinion of a deputy governor of the province, who said that net income per 
head in the counties last year increased by 20 yuan (about 5.4 U.S. dollars), and some 
even reached 60 and 70 yuan. 


The 46 counties, with a population of over 26.4 asillion, are rated among the 200 
officially-announced poorest counties, where annual income of peasant families is below 
200 yuan per person. These areas are backward in transportation, living conditions and 


production. 


In order to change the backward economic status of these counties, the Sichuan 
Provincial Government set up a special office for economic development in the poorest 
areas in 1984. 


They encouraged peasants in those areas to make full use of the rich natural resources 
and develop commercial production. 


Changning County, a southern Sichuan county, with gore than 6,000 hectares of bamboo 
forests, in the past only used to sell the raw bamboo. But since 1984, the county 
government has focused on developing bamboo resources. Groups of local enterprises 
we set up, and last year, through diversified processing, the output value of the 
county reached 13 sillion yuan, six times that in 1983. 


Also, by developing the potential of filwe-cured tobacco production and the 
tobacco-processing industry, peasants o Juniian County, which is located in the 
southern part of Sichuan Province, have Nate off poverty. The average net income of 
every peasan’ increased to 326 yuan last ar from the 131 yuan three years before. 


At the same time, the provincial government is calling for closer lateral cooperation 
between the economically advanced areas in the province and the poorest areas. la the 
past three years, 6,400 km of roads, and 260 bridges were completed in the poorest 
areas, contributing greatly to the development of the local commercial production. 
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SK251140 Eobhot Nei Monggol Regional Service in Mendarin 1000 GIT 23 ore 


{Text} Yesterday efterncon, the regional people's government held a meeting of cadres 
of regicasal-level orgens at the Mei Monggol Gymmasius to hear the region's current 
economic situation. It called on leaders at all lewele and the broad masses of cadres 
to fully understand the present existing difficulties while recognising work 
achievements, to strengthen confidence in overcoming difficulties, and to constantly 
conduct en intensive campaign of increasing production and praticing econcay and of 
iacreasing revenues end reducing expenditures. 


Seréus, chairman of the regional Planning Commission, gave a report on the regions’ 
currest economic situation. He said: The asain trend of the regions’ eie 
situation is really as good as everywhere in the country. The entire econcay cf ihe 
region has constantly and steadily ‘ncreased at «a fairly high rate. Since the 3 
Session ith CPC Central Committee, we have witnessed an average annual 
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erden said: We have scored unprecedentedly great achievements. Sowever, there are 
still n problems and difficulties. Generally epeaking, there are two problems: 
First, there ere some longstanding factors restricting our economic developmen’, such 
as a weak foundation, poor ans of transportation, and a shortage of funds. ‘these can 
be gradually solved through many years of hard work and strenuous efforts. Second, 

prod our current economic life, particularly problems that 
emerged since the fourth quarter of 1984, couch as an excessively rapid industrial 
production rate, and overly large scope of investment in fixed assets, the excessive 
growth of consumption funds, and th« excessive supply of aoney. 


Judging from the investment in capital construction, first, the demanded rate of 
development was too high, an overly quick rate for improving the economic outlook was 
set, too many establishments were set up to scramble for investment and projects, and 
the capital construction front was overly extended. Second, we departed from reality, 
paid too auch atismtion to ostentation and extravagance, competed for luxury, and 
failed to act according to our capabilities. Third, the extra-budgetary investaent in 
construction projects iacreased too rapidly, of which a considerable amount was used 
for nonproductive projects that were not covered in the plan. If we allow this 
situation to develop unchecked, the proportion among various sectors in the national 
economy will be disrupted again, detrimental effects will be brought to society as «a 
whole, and reform will proceed with difficulty. 


Li Ziaquas, director of t). regional Finance Department, gave a report on the regions’ 
current financial siti t end tasks. Ue said: From 1981 to 1985, our region's 
financial revenues to -@ 3.61 Dillion yuan, showing en annual increase of 22.4 
percent, and attain! he target set in the Sixth 5-Year Plan 2 years shead of 
echedule. 


I. 28 Apr 87 1 2 PRC REGIONAL AFFAIRS 
NORTH RECION 


In 1986, the region's financial revenues reached 1.6 billion yuan. If calculated in 
terms of comparable standards, the incr ze was 11.4 percent over the previous year. 
If . subsidies from the central authorities are added, we have achieved a balance 
between revenues and expenditures with a small surplus every year. Along with the 
growth of financial revenues, our region's financial expenditures also greatly 
increased. In 1979, the expenditures totalled 2.1 billion yuan; in 1986, the figure 
rose to 4.39 billion yuan. 


Li Kiequen said: the new tasks facing the financial sector are to compress the 
ateecphere, to increase production and practice economy, and to increase revenues 
rec expenditures. While further improving overall supply and demand, we should 
attention to restricting the excessive overall demand so as to aske the overall social 
demands keep pace with overall supply. This year our region will cut its financial 
funds by some 800 million yuan. There are many difficulties in the regional, league, 
city, benner and county financial departments and things are getting gore difficult. 
All of us should be prepared for living tightly for several years. 


Comrade Bu He gave a speech at the meeting. He said: There are many difficulties in 
our current economic work. In addition to recognising the work achievements, we should 
also recognize the current difficulties. 


Last year our region's agricultural end enimal husbandry production suffered from 
natural disasters rarely seca for many years. The grain output dropped by 1.5 billion 
jin. We should fully recognize this. The weather this spring has been abnormal and 
the changes in temperatures have been great, Wich will bring some problems to 
agricultural and animal husbandry production. Ve should also note that due to the 
state financial difficulties this year, our region's finance should be [words 
indistinct] based on last year's figure. Expenditures should be grasped sore tightly. 
We should unify our thinking, give attention to those things which we gust do, and 
reduce the scope of capital construction. 


Comrade Bu He stressed: We should attribute our achievements to the joint efforts of 
the people of various nationalities throughout the region. We should also rely on 
their efforts to jointly overcome the difficulties facing us. We should translate the 
practice of increasing production and practicing economy and of increasing revenues and 
reducing expenditures into the actual deeds of millions upon sillions of people and 
ensure a sustained and steady economic development. 


Also attending the meeting were leading comrades of the regional party committee, the 
regional Advisory Committee, the regional Planning Commission, the regional People's 
Congress, and the government. 


NEI MONGCOL CPPCC CHAIRMAN GIVES WORK REPORT 
$K270318 Hohhot Nei Monggol Regional Service in Mandarin 1000 GMT 25 Apr 87 


[Text] At the fifth session of the fifth regional CPPCC Committee, Shi Shengrong, 
chairman of the regional CPPCC Committee, gave a Standing Committee work report in 
which he pointed out: In the past year, in line with the functions and role of the 
CPPCC Committee, and around the central tasks of the state and the region, the Standing 
Committee displayed its political cons. ltative and democratic supervisory role, carried 
out all kinds of work, made new progress, conducted new explorations, and better 
fulfilled all tasks set forth at the fourth session of the fifth regional CPPCC 
Committee. 
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We should attribute these achievements to the joint efforts of the CPPCC organizations 
at all levels, all CPPCC Committee members, all democratic part ids, and the patriotic 
persons from all circles. 


Shi Shengrong said: Over the past year, the Standing Committee has actively organised 
committee asabers to participate in consulting and discussing the major policies of the 
end has offered aany constructive opinions and suggest ons for che 

Plan end for improving the government work. After the 
Central Committee's document on opposing bourgeois liberal iss. 
t regional CPPCC committee has invited some Standing Committee bers, planning and 
economic commissions asubers, and responsible persons of various democratic parties and 
the relevent @ass orgenisations, as well as the patriotic persons of various 
nationalities and from various circles to study and discuss this document. They 411 
the determination to support the CPC Central Committee to struggle against 


Around reform and construction, the regional CPPCC Committee has organized committee 
geabers to conduct various investigations on specific topics and has issued reports on 
these topics, which have sroused the attention of the regional party and government 
organs as well as the relevant departments. Over the past year, the regional CPPCC 
Committee has continued to persist in organizing the core groups to hold study wet inge 
and the committee aeabers in Eohhot and the patriotic persons from all circles to relay 
and study the CPC Central Committee's relevant documents, and has organized forums to 
help the committee members and the people from all walks of life realise the party's 
principles and policies and the domestic and foreign situations in a tisely manner. 


| 


the regional CPPCC Committee sent friendship groups to Japan in an effort 
to strengthen q@utual understanding and friendship between the Chinese and Japanese 
people and to expand our region's prospects through visits and observations. 


In referring to this year's work, Shi Shengrong said: It is necessary to uphold and 
publicise the four cardinal principles ith a clear-cut stand, conscientiously 
implement the principles and policies of the CPC Central Committee on struggling 
against bourgeois liberaliss, continue to display the political consultative and 
democratic supervisory role of the CPPCC Committees, actively participate in consulting 
and discussing the er aatters of the state and the autonomous region, continue to 
implement the policy of long-term coexistence and autual supervision and the principle 
of treating each other with all sincerity and sharing weal and woe, develop and expand 
the patriotic united front, fully display the role of the CPPCC Committee of having 
many trained personnel, serve the building of the two civilisations in the region, and 
greet the 40th eaniversary of the founding of the region and the successful convocation 
of the 13th National Party Congress. 
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04271133 Taipei CHA in English 0935 GHT 27 Apr 87 


{Text} Taipei, April 27 (CHA) — Foreign Ministry Spokesman Cheyne J 
Monday gorning that the Republic of China's [ROC] refusal to attend the annual wet 
of the Asian Development Benk [ADS] that opened in Osaks today does not aean thet 
country would withdraw from the organization but only that it would aot cet 


arrangement concerning its official name. 


Chiu said at ao press conference that the BOC would not accept the name “Taipei, Chine” 
because it considers the change part of Peiping’s wiited front tactics siaed at 
downgrading the status of 

knowa 


It is generally that Gong Kong's mame will be changed to “Bong Kong, China” with 
the regional development bank after it reverts to Peiping in 1997, Chia said. 


“If the ROC accepts the aame “Taipei, Chins,” it would be in the same status as Song 


In addition, he said, the BOC would continue its efforts to solve the probles so that 
it would attend the bank's future aeetings. 


DEFENSE MINISTRY DENIES ARMS SALES TO IRAN 
04271139 Taipei CHA English 0943 m 27 Apr 67 


{Text} Teipei, April 27 (CHA) — The spokesmen for the Ministry of Netionsl Defense 
denied Monday rails that the ROC [Republic of China] has de any arms sales to Iran. 


Maj. Gen. Chang Sui~yuen aede the denial at « press conference at the Government 
Information Office. 


Chang also denied that there have been probleas during test runs of the two subssrines 
the country is buying from the Netherlands. 


Chang said that the rumors will disappear when the subesrines are delivered. The 
spokesman, however, refused to specify when the submarines will be turned over to the 
country. 


1. 28 age 87 


GEK340128 Geng Kong WEN WEI PO ia Chinese 24 Apr 87 p i 


ede 1 
1 0 10 00 0 i ie 10 
10 f i 
mie “iT 
3 343 111. : 12 
eit a 
e ee 
| f l. 100 

11 1 gl i 
155 ! hs ‘it 


| 


8 11144 vi 
» «6 RONG & MACAO 


BASIC LAM DRAFTING COMMITTEE ENDS SESSION 
GW170956 Beijing XIMBUA in English 0941 GIT 17 Ape 67 


{Text} Seijing, April 17 (XIMMUA) — The Fourth Session of the 
Committee of the Bong Kong Special Administrative Region ended here earlier today with 
Augus 
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concerning economics, education, science and technology, culture, sports and religion, 
as well as the political syrtes. 


Committee ein Ji Peagfei aade « speech at the closing aeeting, describing *he 
session as “fruitful.” 
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Be described 1967 as a year of “crucial importance” in the drafting work, and called on 
e to press sheed and ashe greater progress. 


i 
i 
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igns of the sew Gong Kong flag and eables. The 
deadline for thy contributions is March Ji, 1988. 


that the regional flag and cables should eubody the status and 
charecteristics of the Bong Kong Special Administrative Region and refiect the spirit 
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Ji Pengfei Addresses Committee 
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and the Basic Lew advisory commit 


the Central Advisory Commission Deng Xiaoping eet with 
gorning, giving us great 


ting committee yesterday 
that ali the ere will work even harder with one heart 


greater progress in all fields in drafting the Basic Lew. 


said: Chairmen of 
geabers of the (rat 
„ It te hoped 

» end agake even 


Tan 


Li Zhuming, Xu Chongde, Zhe Liangyong, Situ Sus, 


Yeosong, end Wu Jianfan delivered speeches. 


Prier to the closing ceremony, seabers of the drafting committee Li Fushan, Tan nul bu, 


Shi Jueguang, Xiao Weiywun, 
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Unresolved Issues Left 
180320 Hong Kong SOUTH CHINA MORNING POST 1 English 18 Apr 87 p 1 
[By Chris Yeung in Beijing] 


[rent]! The fourth full meeting of the Basic Law Drafting Committee closed yesterday 
with a contentious report returned to the sub-groups for further discussion and with 
several key issues unresolved. 


The controversial report dealing with a draft of the preamble and general provisions of 
the Basic Law for Hong Kong had not included all 12 basic policies spelled out in the 
Sino-British Joint Declaration. 


The clauses were considered by Hong Kong members of the Committee to be crucial to the 
rights and assurances of the territory after 1997. 


They included the guarantee that the Special Administrative Region [SAR] “will be 
vested with executive, legislative and independent judicial power, including that of 
final adjudication” and that the laws currently in force would remain basically 


unchanged. 


The local members argued that the 12 policies should be included in the general 
provisions of the Basic Law, which cannot be amended. 


However, mainland members said some of the basic policies might have to be changed to 
cope with future needs, such as the economy. Therefore there needed to be room to 
manoeuvre. 


The fact that the issues will be discussed further is seen as an encouraging sign and 
there is still time to reach consensus before the first Basic Law Draft is produced 
next year. The final draft is due in 1990. 


The contentious issues not resolved included the amendment and interpretation of the 
Basic Law. The question of the application of national laws, the future jurisdiction 
of local courts and the term New Territories were all hotly debated but left unresolved. 


Members did agree that the Basic Law could not totally rule out the application of 
socialist laws in the SAR, but any application should be carefully restrained. 


The drafting body's five sub-groups met after the closing session to discuss their 
agenda. The groups will meet in June to prepare for the fifth plenary meeting in 
August, when there will be preliminary debate on the controversial political structure. 


Speaking at the closing session, mainland legal expert Mr Wu Jianfan said the scope of 
Chinese laws to be applied in Hong Kong should be listed in the Basic Law to avoid 
misunderstanding. 


These would include laws on defence, foreign relations and other sensitive issues and 
should be set out. 


Mr Wu said the State Council should be allowed to issue orders to the chief executive 
to apply the laws but the SAR chief would be able to request their amendment or 
suspension. 
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A committee composed of Hong Kong and mainland people should be formed uner the 
standing committee of the National People's Congress to tackle any disputes. 


The committee should also give views on the constitutionality of any laws passed by the 
future SAR. 


Miss Meria Tam pointed out there were no provisions for the formation of such a 
committee and this should be tabled. 


SINO-BRITISE “COLLUSION’ IN DENG'S REMARKS 
2006 36 Bong Kong SOUTH CHINA SUNDAY MORNING POST in English 19 Apr 87 p 10 
[By Ann Quon) 


{Text} Depending on one’s point of view, Deng Xiaoping's edict on Hong Kong — for it 
was nothing less — is cause for either hope or despair: hope for Hong Kong's 
capitalist roadies to whom he promised no change for another 100 years, despair for 
those who felt that a modest degree of political self-reliance had to be just around 
the corner. 


It is obviously too soon yet to gauge the full impact of his remarks. But if the 
response of Hong Kong Basic Law drafters present at his briefing last Thursday is any 
indication, it seems that people will read into Deng's remarks what they want, if they 
haven't already. 


For conservative businessmen in the audience such as Sir T. K. Pao and Li Ka-shing, 
Deng's assurance of extending 50 years of capitalism by another half a century was an 
immeasurable boost to business confidence, while Deng s caution on universal suffrage 
underlined their own distaste for any political reforms whatsoever. 


However cautious Deng s warning against universal suffrage, it was too strong for 
Martin Lee, one of Hong Kong's leading advocates of direct elections based on one-man 
one-vote. 


“No one proposed universal suffrage. We suggested a quarter of the seats in the 
Legislative Council to be directly elected next year, Mr Lee has said. 


There are other areas where not only differences have arisen in interpreting Deng 
thoughts, but which reveal his ignorance of Hong Kong matters. 


According to some drafters, Deng said the copying of a western parliamentary system and 
the separation of three levels of government might not be good for Hong Kong. 


This conflicts with a principle adopted early on the Basic Law drafting process which 
accepts that the post-1997 government should maintain the separation of the executive, 
legislature and judiciary. It is, after all, a fundamental premise if China is to 
honour its pledge to sustain Hong Kong's British-based legal systen. 


Deng's statement was subsequently nowhere to be found in the official transcript 
supplied by the Hong Kong and Macao Affairs Office, an omission which implicitly 
acknowledges the questionable nature of the original statement. 
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Martin Lee probably isn't the only one wondering whether Deng is es well informed about 
matters pertaining t. Hong Kong as someone in his position should be. 


Anything Deng says about the future of Hong Kong ought to be too serious a matter to be 
open to imprecise or varying degrees of interpretation. 


In retrospect, this was no off-the-cuff briefing. For Deng, it was a carefully timed 
and important policy statement. 


It cannot have been just coincidence that his first meeting with Hong Kong Basic Law 
drafters since the body was set up two years ago, came on the eve of one of the longest 
bank holidays of the year. By choosing to speak when he knew the stock market would be 
closed for four days, Deng must have calculated that it would curtail the market's 
usual habit of overreacting. 


Deng's remarks also came a month before the Hong Kong Government is to release its own 
discussion paper on political reforms. Conceivably one motive was to discourage an 
honest and full airing of views. 


Deng might be implying that a condition of Hong Kong being allowed to maintain its 
capitalistic ways indefinitedly would be the denial of direct elections. If so, he 
clearly would be putting a further obstacle before a community already divided on the 
direct election issue. 


Should political reformists now feel pressured by Deng to curb their activity in the 
present atmosphere of intense political intercourse, we could be led to an uphealthy 
kind of “reformus interruptus”. 


That might result in a local backlash against China. 


Any attempt to predetermine the outcome of the political review or raise the level of 
mistrust generally felt towards China in some local quarters could also force Hong Kong 
people to start voting with their feet and to accelerate emigration plans. 


Hong Kong's iafluential middle class could well see Deng's remarks as a clear signal 
that they should stop wasting their time on politics and go back to making ner 
money that undoubtedly will go towards securing passports abroad. The seriousness of 
the problem is emphasized by the lack of official statistics on the matter. ut a BBC 
poll taken last October showed that 10 per cent of the population — that's 550,000 
people — was seriously considering emigrating, with professionals twice as litely to 
leave as other occupational groups. 


Before people start jumping to conclusions however, it's as well to remember that here 
is an octogenarian pontificating about a place he's never been to and can hardly be 
expected to fully understand. 


Deng's statements about Hong Kong seem to reaffirm the belief that China either lacks 
the will or the confidence to come to terms with the territory's capitalism, its 
British-based legal system and fledgling political reforms. 


Against that, it has to be conceded that Deng s comments superbly illustrated that 


while China promises not to interfere in Hong Kong, in practice it proceeds to 
interfere as it sees fit. 
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If anything, the assertiveness of Deng’s remarks — coming almost a month after British 
and Chinese Foreign Ministers Sir Geoffrey Howe and Wu Xueqian met for talks on Hong 
Kong in Switzerland -- conjures up once again an image of Sino-British collusion, a 
suspicion that is now entering the realm of certainty. 


The suspicion will be fuelled by the fact that Deng made a favourable reference to a 
passage in Sir David Wilson's inaugural speech which called for change, if it must take 
place, to be prudent and gradual. Such back-patting is very unusual, to say the 
least. Could it be that Sir David's speech was cleared with Beijing before it was 
delivered? 


So what are some of the implications of Deng s carefully prepared impromptu comments? 
First, in many respects China is already asserting sovereignty over Hong Kong to an 
extent that past British prime sinisters have never contemplated. Presumably, the 
penny has yet to drop in Beijing that such non-assertiveness by the British was, in the 
past, one reason for Hong Kong s success. But China can never, it seems, escape from 


its concept of sovereignty meaning control over Hong Kong. 


Second, despite Deng s adherence to his fabled invention of the one country-two systems 
policy, it is clearer than ever that China's thinking is based on a concept of a single 
political but two economic systems. 


Since this appears to be the real meaning of the slogan, even a modest degree of change 
toward a representative system of government in Hong Kong is seen by China as both 
undesirable and as having unsavoury reverberacions in the asinland. 


Deng seems also to be saying that having dealt with democratic reformers internally, 
China vill not be kindly disposed towards their kind in Hong Kong. 


But even so, Deng appears to be overreacting in his zeal to appease hardliners at 
home. o one, not even Hong Kong's most radical supporters of democratic-based 
reforms, are advocating the duplication of western-style democracy in the territory. 
They are only seeking a modicum of change. By reacting so violently to even these 
modest demands, Deng has served notice that Beijing doesn't want any change at all. 


Third, one reason for this could well be China's deep insecurity complex. For most 
Hong Kong people, there is no danger whatsoever of the territory being turned into "an 
anti-mainland base.” Yet this is one eventuality which Deng worries about. 


Similarly, no sooner does Deng say “we don't need to interfere” in Hong Kong, then 
almost in the same breath he worries aloud that if there is anything damaging to the 
fundamental interests of the State, do you expect Beijing will take a hands-off 
attitude?” 


Since such a hands-off attitude has helped to make Hong Kong what it is, Hong Kong 
people, perhaps naively, had expected that Beijing would seek to sustain this 
ingredient of the territory's growth. 


Deng obviously thinks otherwise, and in this way he has done lasting damage to China's 
true interests towards Hong Kong. 
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BK240655 Bong Kong Domestic Service in English 0500 GHT 24 Apr 87 


{Text} The government has defended its approach to direct elections following a 
warning by the senior member of Exco [Executive Council], Sir 8. T. Chung, thst any 
changes should be in line with the Basic Law. The Deputy Chisf Secrets:y, Mr. John 
Chan, told Charles Keithly that Sir S.Y. was entitled to his own views on the sabject. 
The government, for its part, was sticking to its stated policy that the 1987 review 
would be a genuine one. 


{Begin recording] [Chan] There are no preconceived ideas on our part, 19 
predetermination of the outcome. A full account will be taken of the views of the 
people of Hong Kong. Now the option of introducing some element of direct elections in 
1968 will be contained in the Green Paper; so will the option of 
There will be, indeed, a number of different options. in the Green 
be leading public opinion toward or away from any of those options. Let's not forget 
too, that direct election is not the only subject of the review. It is not. The 
review will be wide-ranging, it will look at all three levels of representative 
government, and the methods of electing members to the Legislative Council is but one 
of the aspects to be discussed. 


(Keithly] Sow can you expect people to believe government, though, when the senior 
member of Exco is intimating that direct elections are being ruled out. 


{Chan} Well, I do not agree that what Sir 8. T. said should be taken as ruling out 
anything. We gust remember that the Executive Council is a corporate body, and when 
the Executive Council considers important matters, members take all factors into 
account, and they take decisions in the interest of Hong Kong as a whole. Also, as I 
have said before at the press conference, the survey of this report will be made 
public. The judgement which the government makes on the basis of that report will also 
be published in a white paper. So, eventually the people of Hong Kong will be able to 
judge 1 whether their views have been taken adequately into account. lend 
recording 


Deputy Chief Secretary Mr. John Chan. Elected Legislative Councillor Mr. Desmond Lew 
has accused the senior Executive Council member, Sir 8. T. Chung, of turning the 
government's survey of public opinion on political reform into a aockery. Sir &.Y. 
said that public opinion could not be the only factor in determining whether there 
should be direct elections, even if the majority of the people favor them. Those 
remarks brought this comment on Hong Kong Today [local affairs radio program) from Mr. 
Lee: 


{Begin Lee recording] Why do we set up an independent survey office if it is not to 
collect public opinion, and if public opinion collected will not be reflected in the 
decision, then the whole thing is well, a, I think that’s e mockery, so at this point 
in time we have to consider the confidence of the people of Hong Kong. la the White 
Paper of 1964, paragraph 25, it was recognised by government that the aajority opinion 
would like to have direct elections introduced in 1988. If a promise is not kept in 3 
years, how would people have confidence in the joint declaration, which covers 50 years 
from 10 years hence. 80, prosperity and stability are built on confidence. If the 
people's confidence is undermined, how can we continue to have stability and 


prosperity? lend recording] 
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[By staff reporters) 


{Text} The government hed no pre-conceived ideas about what was going to come out of 
the review on the development of representative government, according to the Governor, 
Sir David Wilson. 


This was the first comment asde by the Governor on the territory's political future 
since he took office early this sgonth. 


“It’s a review which is covering a wide range of issues. The government has no 

pre-conceived ideas about what's going to come owt of it. In making its decision at 

the end of the process of review, the government has said that it would take fully into 

account the views expressed by the people Bong Kong on all of those issues,” he said. 
been 


L 2 


The government's posit on the review 
said, commenting on remarks made on Thursday by 
Council, Sir Sse-yuen Chung. 


The fact that Sir David stopped to speak to reporters on his arrival at the Legislative 
Council building for lunch with members of the Executive and Legislative councils was 
an indication that the government was taking a serious view of Sir Sze-yuen's warning 
against direct elections before the Basic Law was endorsed in 1990. 


made very clear a number of times, he 
the Senior Member of the Executive 


The government was likely troubled by the fact that Sir Szse-yuen had voiced an opinion, 
albeit his personal view, long before the public had a chance to examine the options 
for political reform. 


These options are spelled out in the Green Paper due to be released next month and on 
which the government will rely to determine the political direction the British-led 
administration should take in the years before China assumes control. 


Sir Sse-yuen, reminding the public that Bong Kong could never be an independent country 
and so must therefore temper its political aspirations, said in certain circumstances 


the people cannot do what they wanted to do. 


“We cannot just take the view of the people alone. We have to look at other factors,” 
he said. 


Be warned against a rush to implement direct elections which sight not conform to the 
Basic Law that was not scheduled to be drafted and approved by the Chinese National 


People’s Congress until 1990. 


The Deputy Chief Secretary, Mr John Chan, when asked on radio yesterday whether people 
could believe the government when the Senior sember of the Executive Council was 
intimating that direct elections were being ruled out, said he did not agree that what 
Sir Sse-yuen said should be taken as “ruling out anything”. 


“We must remember that the Executive Council is a corporate body. When it considers 
important matters, members take all factors into account, and they take decisions in 
the interests of Bong Kong as a whole.” 
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Be said the report of the Survey Office, which would be collating all public opinion on 
the issues raised in next month's Green Paper, would be made public. 


— 


of 
published in the subsequent White Paper. So eventually the people of Bong Kong will be 
able to judge for themselves whether their views have been taken adequately into 
account.” 


Mr Chan pointed out that Sir Sse-yuen had stressed he was stating his personal views, 
es m@any others in Bong Kong had done and no doubt would continue do. 


to 
“Indeed, the government will be encouraging everybody to state his views 


— that’s the 
whole purpose of the Green Paper exercise, and that's the whole purpose of the Survey 
Office.” 

Asked whether direct elections in 1988 were effectively being ruled out, he reiterated 


the government position: “The 1987 review will be a genuine review, there are 20 
pre-conceived ideas on our part, no pre-determination of the outcome and, full eccount 
will be taken of the views of the people of Hong Kong.” 


“The option of introducing some element of direct elections in 1988 will be contained 
in the Green Paper. So will the option of having no change. There will indeed be «a 
number of different options. 


the Green Paper, we will not be leading public opinion towards, or away fros, any 
of these options. 


“Let's not forget too that direct elections are not the only subject of the review — 
it is not. 


“The review will be wide-ranging, it will look at all three levels of representative 
government, and the aethod of electing members to the Legislative Council is but one of 
aspects to be discussed.” 

high 


ranking official said: “The government would not like the public to think 
that the Green Paper is a futile exercise. 


“That's why nobody should pre judge the outcome until the final results are out.” 


Legislative Councillor, Mr Stephin Cheong, said he agreed with gost of Sir Sse-yuen's 
views. 


"This is a great society and everyone can speak out,” Mr Cheong said, dismissing 
criticism against Sir Sze-yuen and the speculation that Britain and China hed colluded 
to thwart elections for Hong Kong. 


“If some people are so against what Sir Sse-yuen said, why are they putting so auch 
weight on it?” he asked. 


He said he believed Sir Sze-yuen's remarks were not intended to preempt or sway the 
public on the reforms issue. 


“Even if I do not agree with Sir Sse-yuen on some points, I still valve hie 
iaterpretation of the situation,” Mr Cheong said. 


hed reinforced Sir Sse-yuen's, Mr Chan replied: “What Mr Deng said is clearly very 
important and clearly it has not passed unnoticed in Bong Kong. 


“But I do mot think it is for me to try and anticipate what effect Mr Deng’s remarks -—- 
or anybody else's remarks for that utter — may have on the outcome of the review. 
We'll have to wait and see what the outcome is.” 


Speaking in Beijing last week on the territory's further political system, Mr Deng said 
be disliked hasty wniversal suffrage, the Western-style separation of executive, 
legislature and judiciary and parliamentary elections as well as any moves to turn the 
territory into an opposition base against China by using the ruse of “democracy”. 


Legislative Councillor Mr Bui Yin-fat said he deplored the statements made by both Sir 
Sse-yuen and Mr Deng Xiaoping and their tising. 


Mr Bui, who is director of the Council of Social Services, said that while he respected 
both elder statesmen they had disappointed his. 


Me Bui said their remarks could “tip the balance” and influence public opinion at « 
crucial time. 


“We in Bong Kong want a democratic solution and we want to listen to the public views 
before a discussion on political reforms takes place.” 


Be questioned the validity of the Green Paper on political reform if the Executive 
Council had already ande up its mind without weighing public views. 


Mr Bui said although Sir Sze-yuen could have been speaking only for himself, his 
opinion had been construed as that of the Executive Council he headed. 


He asked “influential individuals” to show more tact and restraint when addressing the 
public. 


Chairman of the Meeting Point pressure group, Mr Yeung Sum, said he was astonished by 
Sir Sse-yuen's remarks. 


Mr Yeung, a Hong Fong University social work lecturer, said the pro-democratic Group of 
190 of which he was a member was now planning a weekend forum to reply to statements by 


Sir Sse-yuen and Mr Deng. 


He said the comments from Beijing and by Sir Sse-yuen could be a concerted effort to 
stifle the democratic somentw. 


“Some people fear that China and the conservatives in Hong Kong are bent on frustrating 
the aspirations of the majority of the people who are for a more representative 


government,” Mr Yeung surmised. 
fe also rebuked Sir Sse-yuen for sayirg “quality counts more than quantity”. 
“I would like Sir Sse-yuen to tell us his criteria on quality,” he said. 
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Legislative Councillor Mr So Sai-chu defended Sir Sse-yuen's stance, saying “in this 
society everyone enjoys free will”. 


Be said Sir Sse-yuen had expressed some good ideas which the public ought to consider. 
When feelings against his comments cooled, people would realise “the difference between 
divergeat views on reforms is really pot so great,” Mr Ho said. 


Be also called Sir Sse-yuen a pragmatist and said the “Hong Kong people are educated 
enough to make up their own indes on what is best for the territory”. 


Legislative Councillor Mrs Selina Chow, asked whether she agreed with Sir Sse-yuen on 
the need to tailor Hong Kong political reforms to suit the Basic Law, said she believed 
an executive councillor hed a responsibility to convey the public's views to the 


government. 


Hong Kong people should have the biggest say in mapping out the territory's future 
political system, another Councillor, Dr Chiu lin- wong. said. 


“I think it is Sir Sse-yuen's opinion, it has nothing to do with the Executive 
Council,” he said. 


However, he said it was inappropriate for the Senior Member to make such a statement 
before the Green Paper was out, noting that the publie sight esistake it as the position 


of the policy-making body. 


ong Kong people's views were the most important regarding development of the local 
political machinery, Dr Chiu said. 


The opinions of Chinese leaders might be taken into account in drafting the Basic Law. 


§K200439 Hong Kong AFP in English 0429 GT 20 Apr 87 


{[axcerpts) Macao, April 20 (AFP) — Portuguese Prime Minister Anibal Cavaco Silva left 
for Thailand Monday for a two-day official visit which will focus on trade issues, 


Portuguese officials said. [passage omitted) 


Mr Silwa was in Macao for a three-day visit to explain terms of a Sino-Portuguese 
agreement that will return the enclave on the South China coast to China in 1999. 
[passage omitted) 
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